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MARINA DEL REY - MELLO ACT s LICY OPTIONS (ITEM NO. 11, AGENDA OF

AUGUST 1, 2006)

On August 1, 2006, your Board, on a motion by Supervisor Knabe, directed my office to
report back on the following:

1) Work with the task force to finalize the proposed Marina del Rey Affordable
Housing Policy; and
2) Prepare the necessary environmental documentation with comments and

proposed revisions from interested parties and the public for the Board's
consideration within 90 days.

Additionally, County Counsel was instructed to work with the Task Force to devise an

Affordable Housing Policy options document for your Board’s review prior to voting on the
final policy.

The attached report identifies a range of policy options that the Board may consider to
select a draft policy. The report indicates where the draft policy provisions fit within the
range of policy options, and evaluates the consistency of the draft policy with Mello Act

requirements. The range of policy options reflects the public input received by the Task
Force on the draft policy.

“To Enrich Lives Through Effective And Caring Service”
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Background

On April 4, 2006, your Board directed my office to form and lead a task force comprised of
the Directors of the Departments of Beaches and Harbors, Regional Planning, the
Community Development Commission and County Counsel, to review the County’s current
Marina del Rey Affordable Housing Policy and report back to your Board with proposed
revisions and/or recommendations to the current policy to ensure full compliance with Mello
Act requirements. Following a series of meetings and discussions with the Task Force,
and taking into account input received from your staff, on June 22, 2006, we transmitted to
you a draft affordable housing policy for your consideration. On September 7, 2008, the
Task Force convened a community forum at Burton Chace Park in Marina del Rey, in

which the Task Force made a brief presentation on the draft policy and received input from
attendees.

Public Outreach on the Draft Policy

In response to comments from you at your meeting on August 1, 20086, the task force
organized and held a community forum at Burton Chace Park in Marina del Rey on the
evening of September 7, 2006. The task force was present at the community meeting and
presented the draft Mello Act policy and received public comments. Meeting notices were
mailed to a comprehensive list of individuals and groups that the Departments of Beaches
and Harbors and Regional Planning identified as having an interest in Marina del Rey
development and the Marina affordable housing policy. An announcement was printed in
the local newspaper, The Argonaut, and the draft policy was made available on the website
of the Department of Beaches and Harbors.

Itis estimated that over 60 people attended the meeting, including residents of Marina del
Rey and neighboring communities, affordable housing advocacy groups, representatives
for the Marina lessees, other concerned individuals, and county staff. After a presentation
by a representative from the Chief Administrative Office, public testimony was received by
approximately 20 people. A written transcript of the meeting and correspondence received
from the public are included with the report.

Recommendations

It is recommended that the environmental documentation for the draft policy not be
prepared until after the task force has prepared a final draft policy based on your direction.
Environmental review of the draft policy pursuant to the California Environmental Quality
Act (CEQA) is appropriate to initiate once the policy parameters are known,

melloact policy
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The task force recommends that your Board conduct a public hearing to obtain feedback
on the range of options and to allow for discussion and action by the Board, with
instructions to the Chief Administrative Officer for preparing the final policy and
environmental documentation. In order to finalize the policy as a “project” for the purposes
of completing the CEQA review, it is necessary to incorporate any Board decisions in the
draft policy. Itis also appropriate to obtain public input at a public hearing since the range
of options resulted in large part from input from the community and various stakeholders
groups that have commented on the draft policy.

If you have any questions regarding this matter, please contact me or your staff may
contact John S. Edmisten, of my staff, at (213) 974-7365.

DEJ:JSE
SHK:mdc

Attachments

& Executive Officer, Board of Supervisors
Beaches and Harbors
Community Development Commission
County Counsel
Regional Planning

melloact policy
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REPORT TO THE
LOS ANGELES COUNTY
BOARD OF SUPERVISORS
MELLO ACT POLICY OPTIONS

November 2006

This report provides the background for the Chief Administrative Officer's response to
the Board motion, dated August 1, 2006, to report back on the following:

1) Work with the task force to finalize the proposed Marina del Rey Affordable
Housing Policy; and
2) Prepare the necessary environmental documentation with comments and

proposed revisions from interested parties and the public for the Board's
consideration within 90 days.

Additionally, County Counsel was instructed to work with the task force to devise an
Affordable Housing Policy options document for your Board's review prior to your
Board's consideration of the environmental document and draft policy.

This report provides the affordable housing policy options document that was prepared
by the task force in conjunction with County Counsel. It also discusses how the County,
in compliance with the Mello Act, has developed a draft affordable housing policy for
Marina del Rey, and has also responded to the Board's request to identify and evaluate
a corresponding range of policy options. With this information, the Board may consider
“fine tuning” the draft policy, as it deems appropriate, to accomplish policy objectives in
a manner that is reasonable when weighed with the county’s proprietary role as
landowner and lessor.

It is recommended that environmental review of the draft policy pursuant to the
California Environmental Quality Act (CEQA) not commence until after the task force
has revised the draft policy in accordance with any further direction your Board may

provide at this time, in order to better define the “project” for purposes of completing the
CEQA review.



This further consideration of the draft policy by your Board will also provide the public an
additional opportunity to comment on the draft policy. In addition, public comment may
be submitted during the environmental review period.

BACKGROUND

Task Force Review of Current Policy

On April 4, 2006, your Board directed the Chief Administrative Officer to form and lead a
task force comprised of County Counsel and the Directors of the Departments of
Beaches and Harbors, Regional Planning and the Community Development _
Commission, to review the County’s current Marina del Rey Affordable Housing Policy
and report back to your Board with proposed revisions and/or recommendations to the
current policy to ensure full compliance with Mello Act requirements. Following a series
of meetings and discussions with the task force, and taking into account input received
from your staff, on June 22, 2006, we transmitted to you a draft affordable housing
policy for your consideration.

Public Comments on the Draft Policy

Synopsis of Community Meeting

In response to comments from you at your meeting on August 1, 2008, the task force
organized and held a community forum at Burton Chace Park in Marina del Rey on the
evening of September 7, 2006. The task force was present at the community meeting
and presented the draft Mello Act policy and received public comments. Meeting
notices were mailed to a comprehensive list of individuals and groups that the
Departments of Beaches and Harbors and Regional Planning identified as having an
interest in Marina del Rey development and the Marina affordable housing policy. An
announcement was printed in the local newspaper, The Argonaut, and the draft policy
was made available on the website of the Department of Beaches and Harbors.

It is estimated that over 60 people attended the meeting, including residents of the
Marina and neighboring communities, affordable housing advocacy groups,
representatives for the Marina lessees, other concerned individuals, and county staff.
After a presentation by a representative from the Chief Administrative Office, public
testimony was received by approximately 20 people. A transcript of the staff
presentation and oral testimony at the community meeting is provided in
ATTACHMENT 1. Wiritten correspondence received regarding the draft policy is
provided in ATTACHMENT 2.

The County has received oral and written public comments regarding the draft policy.
The issues raised at the community meeting are similar to those raised by the Western



Center on Law and Poverty and other housing advocates (collectively referred to as the
“Housing Advocates”) and by Latham and Watkins (representing a local developer) at
your meetings on July 25, 2006 and August 1, 2006 where your Board discussed the
draft policy. The issues raised regarding the draft policy have been considered by the
Marina affordable housing task force in identifying and discussing the policy issues

contained in this report. A response-to-comments document is provided in
ATTACHMENT 3.

LEGAL REQUIREMENTS

The continuing lack of housing affordable to a broad range of incomes, particularly
within areas in and around the coast, as well as widespread dissatisfaction among local
governments with the California Coastal Commission’s handling of affordable housing

policy, prompted the passage in 1981 of a statewide coastal affordable housing law
known as the Mello Act.’

The Mello Act transferred responsibility for affordable housing in the Coastal Zone from
the Coastal Commission to each jurisdiction whose boundaries include a portion of the
Pacific Ocean coastline, as defined by the Coastal Act of 1972, as amended. The Mello
Act requires that each local government whose jurisdiction is situated, in whole or in
part, within the Coastal Zone has the responsibility to both provide for replacement
housing units when existing affordable housing is converted or demolished, and support
the creation of affordable housing units through new construction in a manner
consistent with the Act. Compliance is required for that portion of a jurisdiction which is
located within the Coastal Zone.

The Mello Act is intended to provide local jurisdictions with discretion in imposing
affordable housing requirements in the Coastal Zone, because each situation presents
some unique facts and public policy considerations. The Mello Act must be
implemented in conjunction with various other State mandates, such as the California
Coastal Act, the California Environmental Quality Act (CEQA), State Density Bonus
Law, and Statewide Housing Element Law.* Although the Mello Act references
housing element law, to harmonize its requirements with the broader mandate for local
government planning efforts aimed at providing adequate housing for the broad range of
economic segments within each local jurisdiction, the Act does not provide similar clarity

as to how Coastal Act and CEQA requirements affect the implementation of the Mello
Act.

As a local government entity, the County must reconcile these often conflicting state
mandates when approving housing developments within the Coastal Zone on a project-
by-project basis. It is not possible to develop an affordable housing policy today that
can predict, with certainty, the housing that will be constructed in the future. Therefore, it

* California Government Code Section 65590, ef seq.

% Article 10.6 (commencing with Section 65580) of the Government Code.



is appropriate for the County to establish a Mello Act policy that is flexible enough to
implement over time and through a process that considers the uniqueness of each
project and site.

POLICY ISSUES

In general, the issues raised in the public comments received to date are not directly
addressed in the Mello Act or the case law interpreting the Mello Act, but rather are
matters of policy for your Board to consider. The draft policy as currently formulated
meets the legal requirements of the Mello Act, and can be lawfully adopted so long as
appropriate findings are made in support of the policy. To provide you with the ability to
fine tune the draft policy, a comparison table is included in ATTACHMENT 4, which
identifies and compares the legal requirements under the Mello Act to both the draft
policy and various policy options. The arguments for and against the policy options are
identified for each general issue.

Feasibility

The Mello Act applies to the demolition, conversion, and construction of housing within
the Coastal Zone, and is intended to both preserve existing affordable housing for
persons and families of low and moderate income and create new affordable housing
where such housing is feasible.

The basic requirements of the Mello Act are:

1. Replacement of converted or demolished residential units that are occupied by
persons or families of low or moderate income (referred to as “replacement
units™);

2. Demolished or converted residential structures may only be replaced with a non-
residential use if it is determined that a residential use is no longer feasible at
that location; and

3. New housing developments, where feasible, must provide housing units for
persons and families of low or moderate income (referred to as “inclusionary
units”).

Pursuant to the Mello Act, replacement units must be located on-site or elsewhere in the
Coastal Zone if feasible otherwise they must be located within three miles of the Coastal
Zone (referred to as the “extended coastal zone”). Inclusionary units must be provided
on-site, unless it is not feasible to do so. If it is not feasible to provide the inclusionary
units on-site, they must be located within the Coastal Zone or within the extended
Coastal Zone, if feasible.



The Mello Act defines “feasible” as “capable of being accomplished in a successful
manner within a reasonable period of time, taking into account economic,
environmental, social and technical factors.”

Only two cases have interpreted the Mello Act. In Venice Town Council, Inc. v. City of
Los Angeles, 47 Cal.App.4™ 1547 (1996), a challenge to the City of Los Angeles’
implementation of the Mello Act, the court held that the City had a mandatory duty to
comply with Mello Act requirements by making certain factual determinations, including
the determination of the number of replacement units and determinations of feasibility,
and to take certain actions based on those determinations. :

In Coalition of Concerned Communities, Inc. v. City of Los Angeles, 34 Cal.a™ 733
(2004), the court held that the Mello Act did not apply to a project which did not have
housing impacts within the Coastal Zone, where the challenged project was partially

within the Coastal Zone but no housing was proposed for the Coastal Zone portion of
the project.

Neither of these cases provides much guidance concerning the particular issues raised
by the public regarding the draft policy.

In public comments, concerns were raised that the draft policy is deficient because it
fails to address the methodology and threshold for determining a project’s feasibility with

or without income-restricted units. We believe the draft policy on feasibility is legally
sufficient.

As stated previously, the Mello Act defines “feasible” in a manner that considers four
factors that encompass a broad range of experience. Accordingly, the Mello Act
focuses on whether a project can be accomplished successfully in a reasonable period
of time, taking into account those factors, not just the economics of a project.

Based on this broad, qualitative definition, and because of the uniqueness of projects
within the Marina, the task force concluded that it was preferable to provide a basic

methodology in the draft policy for determining feasibility, rather than providing a
specific formula or threshold.

Contrary to comments received from the Housing Advocates, the draft policy is not
silent on a project’s feasibility. Rather, it requires the applicant to submit detailed

information to the County for purposes of determining a project’s feasibility. This
information must include:

1. An evaluation of the impacts created by available incentives (such as density
bonuses and available state and local assistance programs);

2. An estimate of the developer’s return that would be generated by the project,
which will be compared to a feasibility factor equal to the capitalization rate for
apartment sales in Los Angeles County plus up to 200 basis points; and



3. An evaluation of whether the project can be successfully completed within a

reasonable period of time, taking into account economic, environmental, social,
and technical factors.

This approach is consistent with the requirements of the Mello Act.

In public comments, concerns were also raised that the draft policy does not quantify a
specific County commitment to reduce ground lease rent to make on-site affordable
units feasible. The proposed policy states that the County is willing to reduce its ground
lease rent on inclusionary units, but it does not provide a specific percentage or
maximum amount of rent the County is willing to forgo to make a project feasible.
Concerns were also raised that if there is no maximum level of County concessions
identified, then a methodology for determining feasibility cannot be established.

According to the Mello Act, the County is required to “offer density bonuses or other
incentives, including, but not limited to, modification of zoning and subdivision
requirements, accelerated processing of required applications, and the waiver of
appropriate fees” in order to assist in the provision of inclusionary housing units. With
the County as the landowner and lessor in Marina del Rey it is in a unique position to
offer rent concessions, if needed, as “other incentives” to achieve feasibility for a
project.

The extent to which the provision of inclusionary housing units is feasible can initially be
determined independent of any County rent concessions. The applicant should first
factor in the provision of density bonuses and any source of funding or financing for
affordable housing that the applicant seeks to determine feasibility. In the event that the
provision of inclusionary housing units is determined to be infeasible on-site, or off-site
within the Coastal Zone or within three miles thereof, the County will work with the
applicant on a case-by-case basis to consider additional incentives and concessions,
including ground lease rent concessions, to contribute to the feasibility of providing
inclusionary housing units.

While the County has the ability to contribute to the feasibility of affordable housing
developments in the Marina through rent concessions, this has a corresponding
negative consequence of reducing lease revenue to the County, which revenue funds
other County social programs of county-wide significance. The Board must consider
how increasing the number of affordable housing units in the Marina, the Coastal Zone,
or within the extended Coastal Zone, will impact its county-wide social programs. The
task force believes that the goals and requirements set forth in the draft policy provide a
reasonable balance between these competing public interests.

Parameters

Compliance with the Mello Act can be achieved within a range of actions based upon a
number of factors. As shown in ATTACHMENT 4, the task force’s policy
recommendations can be compared side-by-side next to both the Mello Act



requirements and the range of various options to identify where the recommended
policy fits within that range. The County has the flexibility to set the policy parameters
within the range of options that are consistent with the Mello Act. Important factors to
consider for the County’s Mello Act implementation program include:

Local Implementation
New Construction Requirement (Inclusionary)
Calculation Method
Replacement Housing
Location of Units
Rehabilitation

Duration of Affordability
Housing Tenure

In Lieu Fees

Off-Site Compliance
Stakeholder Input

Local Implementation

In public comments, it was noted that the Mello Act is intended to provide local
jurisdictions with discretion in imposing affordable housing requirements in the Coastal
Zone and the County is not legally required to reexamine the existing rules upon which
developers of proposed projects have reasonably relied. The Mello Act clearly states
that ordinances or programs are not required to implement the statute’s provisions.
However, a policy has the positive consequence of creating certainty for the
development community as to what requirements will apply to future development
projects. Without certainty, projects may fail due to prolonged predevelopment
expenses and difficulty in securing the necessary financial backing to construct more
housing. The Mello Act acknowledges the need for certainty and predictability by
defining feasibility in terms of whether a project can be completed in a “successful”
manner within a “reasonable” period of time. The task force agrees that without a clear
policy, housing production in the Marina could be inhibited.

Public comments were also received that emphasized the need for clearly defined
feasibility criteria. Prolonged debate over a project's feasibility can cause developers
and housing advocates to spend inordinate amounts of time and resources on lengthy
reports, competing experts, and litigation, while the housing crisis worsens. The County
has the discretion to limit debate by adopting a uniform methodology for making
feasibility determinations based on objective parameters and establishing a clear
procedural path. We agree that clarity is needed and believe that the draft policy

provides a uniform set of requirements and goals that apply to future developments in a
reasonable manner.

The Mello Act does not require local jurisdictions to establish a “one size fits all”
approach, but authorizes local jurisdictions to adopt programs that are specifically



tailored to address local needs. By updating the policy as proposed by the task force,
the County can provide affordable housing in the Coastal Zone through a flexible
regulatory program that provides affordable housing without unduly limiting new market

rate supply while appropriately balancing its need to responsibly generate revenues for
County programs.

Inclusionary Unit Goals

The draift policy requires that each residential project set aside a percentage of the new
units as affordable units, subject to an analysis of feasibility on a case-by-case basis.
The draft policy recommends a County goal of either five (5) percent very low income
units or ten (10) percent low income units. The County could require a higher or lower
percentage of inclusionary units based on the feasibility analysis. In public comments,
concerns have been raised that the draft policy reduces the total number of units to
which the inclusionary calculation applies, since the current Marina affordable housing

policy requires 10 percent low income units, and the draft policy requires only 5 percent
very low income units.

The Mello Act does not set forth any percentages, minimum number of units, or other
formulas for complying with the inclusionary requirement. The Mello Act provides that:
“New housing developments constructed within the Coastal Zone shall, where feasible,
provide housing units for persons and families of low or moderate income, as defined in
section 50093 of the Health and Safety Code.” Likewise, the Mello Act does not dictate
that the required housing be set aside for a particular income category or all income
categori€s included in the definition of “low or moderate income” under the Health and
Safety Code (those categories are very low, low, and moderate income).

The draft policy has not eliminated the goal of 10 percent low income units, rather it
adds an alternative goal of 5 percent very low income units. The addition of the
proposed goal of 5 percent very low income units provides consistency with the State’s
current density bonus provisions which require that mandatory development benefits
and concessions be provided to any developer who is willing to set aside 5 percent of
the project’s units for very low income persons.

In a legal opinion prepared by the State Department of Housing and Community
Development (“HCD") for implementation of the Mello Act, HCD advises that local
governments may either conduct a feasibility analysis on a case-by-case basis for
individual projects or conduct a comprehensive study to establish set inclusionary
housing requirements in advance. Given the small number of residential projects
anticipated in the Marina in the near future, and the cost and consumption of time of
conducting a full feasibility analysis prior to adoption of the draft policy, the task force is
recommending a feasibility analysis for each project, coupled with goals that provide
developers with some indication of the County’s objectives. We believe this is legally
defensible and consistent with the Mello Act’s provisions regarding feasibility.



In public comments, concerns have been raised that the County’s affordable housing
policy for the Marina should mirror that of the City of Los Angeles, which requires 10
percent very low income inclusionary units or 20 percent low income inclusionary units.
The City of Los Angeles’ policy, however, is an interim policy adopted pursuant to a
settlement agreement entered into by and between the City and the Housing
Advocates. The City has recently completed a comprehensive feasibility analysis for
implementation of its permanent coastal affordable housing ordinance. The City’s draft
ordinance, which covers Pacific Palisades, the Venice-Playa del Rey area, and the San
Pedro-Harbor area, is currently available for public review and proposes a set
requirement of 10 percent very low income inclusionary units or the payment of in-lieu
fees specific to each coastal community. Notably, the City's draft ordinance excludes all
rental developments from its inclusionary housing requirement. The City’s coastal
communities generally consist of lower-density neighborhoods that are inherently
different than higher-density Marina del Rey. The City Planning Commission

considered the draft ordinance at a public hearing on November 9, 2006, but continued
the item to January 11, 2007.

Calculation Method

The County’s draft policy requires the percentage of affordable inclusionary units to be
calculated based on the net incremental new units to be constructed or converted on
the project site. The net incremental new units are calculated by subtracting any
existing units (prior to demolition or conversion) and then determining the inclusionary
obligation based on the remainder. The draft policy separately requires the
replacement of existing units occupied by persons or families of low or moderate
income that are converted or demolished. In public comments, concerns have been
raised that the draft policy is flawed because the calculation of inclusionary units
subtracts out the existing units. However, public support has also been received for this
calculation method from local developers and Marina lessees who believe the

calculation method is fair and will not inhibit the reuse and redevelopment of Marina
parcels.

The Mello Act does not set forth any formula for complying with the inclusionary
requirement. We believe the draft policy is consistent with the Mello Act, which creates
separate obligations for units that are converted or demolished and for units that are
new housing. Establishment of a base for calculating the number of inclusionary units is
a matter of policy. The County’s existing policy requires that 10 percent of all the units
constructed /reconstructed on-site be income-restricted, without deduction of
replacement units. The City of Los Angeles’ interim policy provides that the percentage
inclusionary requirements are based on the total number of new-reconstructed units
less any required replacement units. We believe that a base that consists of all units
constructed, all units less the number of replacement units, or the net incremental new

units only, are all legally defensible, so long as inclusionary units are provided where
feasible.



Replacement Housing
Consideration of Bedrooms in Determining Replacement Units

In public comments, concerns have been raised that it is improper for the draft policy to
provide for the replacement of bedrooms rather than whole units where one occupant is
determined to be of low or moderate income.

The Mello Act provides that if “an existing residential dwelling unit is occupied by more
than one person or family, the provisions of this subdivision shall apply if at least one
such person or family, excluding any dependents thereof, is of low or moderate
income.” However, the Mello Act does not establish a formula for calculating how the
requirements apply to portions of units. To ensure that replacement obligations for
portions of units are met, the draft policy looks at the number of qualifying occupants in
relation to the number of bedrooms, to determine whether any person or family in that
unit qualifies as a low or moderate income person or family. Thus, if two unrelated
persons occupy a two-bedroom unit and one occupant is a person of low or moderate
income and the other person is not, the draft policy requires that a one-bedroom unit be
replaced rather than a two-bedroom unit. We believe that this is a reasonable
interpretation of the Mello Act.

Replacement Units for Sub-tenants, Resident Managers, Students and Vacant Units

In determining an applicant's replacement unit obligation, the draft policy excludes from
consideration those units occupied by sub-tenants not named on the lease, those units
occupied by resident managers, units that are vacant at the commencement of term
sheet negotiations, and students whose parents claim them as dependents or whose
parents guarantee the rent. In public comments, concerns have been raised that these
exclusions are improper, but we believe they are legally permissible.

The Mello Act does not address this specific issue and provides no guidance as to how
to survey the existing units in a building to determine if they are occupied by persons or
families of low or moderate income. The task force concluded that, regarding sub-
tenants, for purposes of conducting the survey and as a matter of fairness, it was
appropriate to include for consideration only those occupants named on the original
lease between the landlord and the original tenant(s), and family members/domestic
partners of those original tenants. The landlord has a contractual relationship only with
persons named on the lease, and could most efficiently conduct the tenant survey only
as to those persons. Moreover, it is entirely possible that the landlord may have no
knowledge of sub-tenants living in the unit nor approve of such occupancy, and
therefore should not be required to provide an income-restricted unit based on the
income level of those sub-tenants.
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As for resident managers, they are generally not considered “tenants” in the
landlord/tenant context, but instead, they are classified as employees. Hence, the task
force concluded that it was appropriate to exclude from consideration the resident
manager units because the focus of the Mello Act is replacing units for low or moderate
income occupants that are tenants, not employees.

As for units that are vacant at the commencement of term sheet negotiations, the
vacant units would not be required to be replaced under the Mello Act as there is no low
or moderate income person or family residing in the unit. A safeguard against abuse
exists in the Mello Act, which requires an affordable replacement unit for each vacancy
resulting from an eviction from that dwelling unit within one year prior to the filing of an
application to convert or demolish the unit if the eviction was for the purpose of avoiding
the statutory requirements, and creates a presumption in favor of designating such units
as replacement units if a significant number of evictions occur in that time period.

As for students whose parents claim them as dependents or whose parents guarantee
the rent the task force concluded that it was reasonable not to solely consider the
student's income for purposes of determining replacement unit eligibility. Students who
are financially dependent on their parents but are seeking higher education are not
generally reflective of the low or moderate-income individual that the Mello Act is
intended to protect. Many, if not most, of these students will have substantially greater
earning capacity when they complete school so the task force found that considering
their income alone while in school would not be warranted. Instead, the task force
decided that it was appropriate to aggregate the student's income with his/her parents'
income to determine replacement unit eligibility.

Replacement Housing for Related Roommates

The task force's goal was to establish clear guidance for conducting the tenant surveys
to ensure that they would be conducted efficiently and accurately. While there are a
number of interpersonal relationships that might indicate shared financial
responsibilities, the task force concluded that, aside from the typical marital relationship,
the most easily verifiable relationships are student/parent and domestic partner
relationships. The draft policy thus evaluates the verifiable indicia of these relationships

to determine whether the aggregation of income is appropriate for replacement housing
purposes.

The task force concluded that it was appropriate to aggregate the incomes of unmarried
but related roommates because related individuals sharing the same household often
share a number of financial obligations including the rent. Moreover, the task force
found that if unrelated roommates shared financial assets, such as real property or a
bank account, it was appropriate to aggregate their incomes for the same reason, that
they often will share financial responsibilities such as the rent.

11



Like-for-Like Replacement

In public comments, concerns have been raised that the draft policy would allow low
income units to be replaced with moderate income units. It is contended that the Mello
Act requires that replacement units must be like-for-like.

The Mello Act states that units occupied by low or moderate income persons or families
may not be converted or demolished “unless provision has been made for the
replacement of those dwelling units with units for persons or families of low or moderate
income.” The Mello Act does not expressly require that provision must be made for the
replacement of those dwelling units with units for persons and families of the same
income level as the units being converted or demolished.

The replacement unit requirement of the Mello Act is not intended to provide
replacement housing for the existing occupants upon whom the determination is based,
but rather, to preserve the existing affordable housing stock. Also, by basing the
replacement requirement on income levels of the occupants rather than the rent level
charged, the replacement requirement of the Mello Act has the potential to create
income-restricted units out of market rate units that happen to be occupied by persons
of low or moderate income.

Taking these factors into consideration, the draft policy provides that replacement units
be set aside as very low, low, or moderate income rental units based upon comparison
of the monthly rent at the commencement of term sheet negotiations for the project to
the affordable housing rental rates published annually by the Community Development
Commission (“CDC”"). Thus, market rate units that require replacement because they
are occupied by persons or families of low or moderate income would be designated for
replacement as moderate income rental units, and units where the rent matched the
moderate, low, or very low income rental housing rates of the CDC, would be
designated as moderate, low, or very low income rental units, respectively. We believe
this is a reasonable interpretation of the Mello Act, as it fulfills the requirement that units

occupied by persons or families of low or moderate income be replaced with income-
restricted units.

Location of Units

General Off-Site Provision

In public comments, concerns have been raised over the draft policy’s provisions
regarding the location of the income-restricted replacement units off-site, as on-site is

identified as preferable. It is contended that providing such units off-site violates the
Mello Act unless it is infeasible to provide the units on-site.
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The Mello Act provides that replacement units may be provided on-site or within the
Coastal Zone if feasible, and if not feasible, then within the extended Coastal Zone.
Accordingly, the Mello Act permits off-site replacement within the Coastal Zone as an
option without the need for first determining that on-site replacement is not feasible.
The County could only require that all replacement units be provided on-site after
making a determination that such placement is feasible in all cases before adoption of
the new policy. Given the small number of projects anticipated in the near future, and
the limited opportunities for placement of off-site replacement units within the Coastal
Zone outside of Marina del Rey, the task force does not believe that conducting a
Marina-wide feasibility analysis to impose such a condition is worthwhile.

The draft policy is consistent with the Mello Act regarding providing units on-site versus
off-site. Under the draft policy, on-site units will be required, provided it is feasible. If
providing on-site units is not feasible, the developer will be required to provide the units
off-site. This bifurcated approach derives directly from the Mello Act.

Off-Site Joint Development

In public comments, it was proposed that the County could assist in identifying a site or
sites within the Marina to serve as the location for an affordable housing project that
would be built using contributions from Marina lessees. It was indicated that the
County could require 10 percent low income units elsewhere within the Marina without
significantly reducing lease revenues, even assuming similar land costs and high quality
design. This is because off-site units can leverage Low Income Housing Tax Credits

and other financing alternatives that may not be available to projects with a large
percentage of market rate units.

Public comments were also received objecting to the concept of designating one or
more sites in the Marina as locations for all affordable units that are required pursuant to
the Mello Act. The basis for the objection is the belief that such a proposal would
violate the Mello Act and also raises fair housing concerns, as the proposal would
ghettoize and stigmatize the affordable units. We would respond by pointing out that
affordable housing developments are not, by definition, low-quality housing. Off-site
projects that are 100 percent or substantially affordable can be beautifully designed and
can feature amenities tailored to meet resident’s needs that may not otherwise be
included in a luxury project geared towards affluent professionals or retirees.

The County, as the Marina landowner, is in control of a key aspect of land development
cost and has the ability, through rent concessions, to contribute to the feasibility of
affordable housing production at a site or sites within the Marina. The statute does not
specify the level to which off-site development is assisted or made more feasible by
actions taken by the local jurisdiction, so the County has the discretion to specify local
provisions. The County may even consider setting a goal or a “premium” for off-site
inclusionary units that is different and greater than if the units were feasible to provide

on-site, although it is not clear how this may affect the feasibility of off-site development.
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Rehabilitation

In public comments, concerns have been raised regarding the draft policy allowing off-
site units to be either new construction or rehabilitation or existing units. The basis of
the objection is the belief that the Mello Act does not allow for rehabilitation of existing
units because rehabilitation does not create net new units, and therefore the County
may not allow for rehabilitation of units in its policy. It is also indicated that rehabilitation
is “cheaper” than new construction, thereby providing developers with an incentive to
build off-site. Information in the County’s Housing Element was provided indicating that
new construction may cost up to as much as eight times more than rehabilitation. The
main goal of the Mello Act is to preserve, increase, and/or improve the affordable
housing stock in the coastal zone. Allowing the rehabilitation of an existing unit, and
then income-restricting that unit, furthers that goal. Even if the target unit was
previously occupied by a low- or moderate-income person, by rehabilitating and income
restricting the unit, the unit not only improves in quality, it is guaranteed to be income-
restricted for no less than 30 years. The task force concluded that these improved
attributes for the affordable housing unit stock in the Marina are consistent with and
further the goals of the Mello Act.

Duration of Affordability

In public comments, concerns have been raised regarding the 30-year covenant in the
draft policy which guarantees that the income-restricted units should remain restricted

for a longer period, perhaps in perpetuity. We believe the 30-year restriction in the draft
policy is reasonable.

The Mello Act does not require affordability covenants and does not require affordability
to be maintained for any set period of time. Nonetheless, the draft policy requires
applicants to record a covenant guaranteeing that the relevant affordable income and
rent requirements for each replacement and inclusionary unit will be observed for at
least 30 years. A 30-year term is commonly applied in the affordable housing context
and is consistent with conventional financing practices. Moreover, a 30-year term is
what government agencies and organizations commonly use for determining long-term
affordability. Finally, the density bonus law also requires income-restricted units to be
restricted for 30 years (or longer depending on the requirements of the financing
program) for purposes of obtaining a density bonus.

Housing Tenure

Allowing Rental Units in For-Sale Projects
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In public comments, concerns have been raised regarding the provision in the draft
policy that allows an applicant to set aside inclusionary rental units for the low-income
component of the project when some or all of the market rate units in the project are
being offered for sale. We believe the provision in the draft policy is legally permissible.

The Mello Act is silent as to the type of unit (for-rent or for-sale) that must be provided
under the statute. Marina del Rey is almost exclusively a rental market. As the County
is the landowner in Marina del Rey, there are no fee title transfers of residential units.
Currently, only one development in Marina del Rey is structured with a pre-paid long-
term condominium sublease regime which permits residents to "purchase" the sublease
for their unit. This development also includes rental units. Since a condominium
sublease type of leasing structure is possible in the Marina, the draft policy addresses
"ownership" units. The draft policy provides flexibility by allowing developments with
condominium subleases to provide the affordable housing component as rental units, as
an option. The draft policy does not prohibit a developer from offering condominium
subleases as affordable units. Moreover, for a particular project, the County may make
findings to support allowing affordable for-rent units in a for-sale market rate project.
For example, the County may determine that very low income households may have
difficulty qualifying for mortgage financing and that preserving rental opportunities for
these individuals is preferable. For this reason we believe the provision in the draft
policy on this issue is reasonable.

In-Lieu Fees

In public comments, the Housing Advocates support the provision in the draft policy that
does not allow an in-lieu fee option as an alternative to providing the required affordable
units either on-site or off-site pursuant to the Mello Act. The County’s current policy
provides for the payment of specified in-lieu fees as an option to providing affordable
units either on-site or off-site. Public comments have also been received by
representatives of local developers and the Marina Lessees Association who have
requested that the task force reconsider establishing in-lieu fees as an option that would
allow the County to collect funds for the construction of affordable housing from Marina
developments where on-site and off-site affordable units are infeasible.

The Mello Act does not require local jurisdictions to grant in-lieu fees for the provision of
replacement housing units or inclusionary housing units. The Mello Act sets parameters
for allowing in-lieu fees for replacement housing units, which exempts applicants from
the requirements to provide on-site or off-site units, but only when it is infeasible to do
so. The Mello Act is silent on in-lieu fees for inclusionary housing units, which suggests
that the in-lieu fees would only apply when the provision of inclusionary housing units is
infeasible. Although the in-lieu fee traditionally functions as an altemative to providing
affordable units, in the context of the Mello Act, the parameters set forth suggest that in-
lieu fees, if a local jurisdiction chooses to grant them, can only be applied when it is
infeasible to provide on-site or off-site affordable units.
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The Mello Act provides authority for local governments to set in-lieu fees based upon
the results of a technical study. Implementing an in-lieu fee program, however, places
the responsibility for ultimately constructing affordable housing on the County. The
decision to not allow an in-lieu fee option in the draft policy is intended to provide a clear
requirement that the developer/lessee is responsible for providing the required amounts
of affordable housing, encourages the placement of affordable housing on-site, in
Marina del Rey, and ensures that the affordable housing is provided within a reasonable

time.

Financial Impacts of Various Options

A financial analysis has been prepared to determine the impact of various housing
policy scenarios on the potential loss in rent to the County, and potential rent credit to
the lessee due to the loss in value from the inclusion of affordable housing on site. The
chart below provides a summary of the financial impact to the County based on the
various scenarios identified below and applied to the development projects presently
being negotiated with the Department of Beaches and Harbors including Neptune
Marina, Villa Venetia, Del Rey Shores and EMC Development:

Scenario

Description

Total
Revenue
Loss

Total
Rent
Credit

Draft
Policy

72 replacement units at moderate income.
65 inclusionary units at very low income
calculated on 5 percent of the Net New
Units built (i.e. total units less existing units
to be demolished = net new units).

$7.3 million

$32.1 million

72 replacement units at moderate income.
128 inclusionary units at very low income
calculated on 10 percent of the Net New
Units built (i.e total units less existing units
to be demolished = net new units).

$10.7 million

$53.7 million

72 replacement units “like for like” based on
existing unit mix.

89 inclusionary units at very low income
calculated on 5 percent of the Adjusted
Total Units built (i.e. total units less
replacement units = adjusted total units).

$9.3 million

$44.4 million

72 replacement units “like for like” based on
existing unit mix.

177 inclusionary units at very low income
calculated on 10 percent of the Adjusted
Total Units (total units less replacement
units = adjusted total new units).

$15.2 million

$74.7 million

72 replacement units “like for like” based on
existing unit mix.

112 inclusionary units at very low income
calculated on 10 percent of the Total Units.

$11.1 million

$53.3 million
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The estimated revenue loss reflects a reduction in County rents as compared to an all
market rate transaction with no affordable housing units. The total rent credit quantifies
the reduction in land value to the developer, as a result of providing affordable housing
on site. The replacement housing obligation for each scenario is assumed to be 72
units as moderate, low or very low income units depending on the scenario selected,
while the inclusionary housing obligation is based on the percentage calculations
identified in the chart. It is important to note that these numbers are estimates and may
fluctuate depending on the results of the income surveys required to determine the

replacement housing obligation, and County rent concessions ultimately negotiated with
the developers’ on a case by case basis.

Community Outreach/Stakeholder Input

The task force was strongly urged by both opponents and supporters of the draft policy
to complete further outreach efforts to obtain stakeholder input. This includes additional
outreach to Marina tenants through workshops. A request was made to add a
community resident to the task force since the composition of the task force does not
include a resident from the community. The concern by opponents of the draft policy is
that resident’s views on matters of future growth and affordable housing are not being
represented in the drafting of the policy. The task force was established by a Board
motion, therefore changes to its composition are within the discretion of the Board.
Given the timeframe that the Board has given to the task force to complete its work, it is

not possible to make changes to the task force and conduct additional outreach efforts
and still meet our current deadline.

Based on the attendance at the September 2006 community forum, and the amount and
diversity of comments received, we believe that the comments received to date provide
a good representation of the range of views among the community and stakeholder
groups. Additional opportunities for public comments will be available during the
environmental review period and when your Board considers the environmental
document and revised draft policy.

CONCLUSION AND RECOMMENDATION

As housing developments are proposed on different sites within Marina del Rey, they
will have different capacities to provide affordable housing units or to utilize public
subsidies or incentives, including density bonuses. Therefore, the task force recognizes
that providing developers with flexibility in complying with the Mello Act provisions
through the County’s policy will result, in the long term, in more affordable housing
being built than if overly restrictive requirements are imposed.

The Mello Act contains the flexibility to work within reasonable and responsible
parameters where there are benefits to both the Marina and the County as a whole.

However, this also poses a unique challenge to reconcile the requirements under the
Mello Act with other State-mandated programs that are implemented within the
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unincorporated area and balance economic, environmental, and social objectives.
Although we believe that the task force has provided your Board with a draft policy that
is balanced and in compliance with Mello Act requirements, we also have provided you
with a range of options that you can consider to fine tune the policy, as you deem
appropriate.

The task force recommends that the Board consider the policy options identified in
ATTACHMENT 4. In order to define the policy as a “project” for the purposes of
completing the CEQA review, we would need to incorporate any decisions that you wish
to make to fine tune the draft policy through the selection of other options.

DEJ:JSE:SHK:jtm

Attachments:
Attachment 1: Transcript of Testimony at 9/7/06 Community Meeting
Attachment 2: Additional Public Comments — Written Correspondence
Attachment 3: Task Force Response to Comments
Attachment 4: Mello Act Policy Options Comparison Table
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1 MR. SANTOS KREIMANN: I guess maybe we should 1 that first time around, so we get another crack at it.
2 talk about cell phones first, right? If you -- I'd 2 The members of the task force are each one of
3 appreciate it, really, If you all would turn your cell 3 the Department heads that are listed here:
4 phones off and if you absolutely need to answer it, if El The Chief Administrative Office is represented
5 you could just take it outside, that would be -- that 5 by Mr. Janson, [phonetic] my boss and myself. I'm the
6 would be great, 6 staff person on the task force.
# Another housekeeping issue is that if anyone 7 Department of Beaches and Harbors is
8 needs to use the restrooms, the restrooms are right 8 represented by Mr. Woznezki [phonetic] and Charlotte
9 threugh these doors to the left. They're straight 9 Miyamoto [phonetic].
10 threugh -- straight through to the right. 10 The Community Development Commission is
11 My name is Santas Kreimann and I work for the 11 represented by Mr. Jackson, the Executive Director of the
12 Chief Administrative Office of the County of Los Angeles 12 Community Development Commission and Mr. Blair Babcock.
13 and today we're here to discuss the affordable housing 13 Office of County Counsel is represented by two
14 policy, the draft Affordable Housing Policy that the 14 attorneys, Tom Famen and Larry Heifetz. ‘
15 Board of Supervisors considered, I believe it was in - 15 And the Department of Regional Planning, and of
16 sometime in August, I believe. So we're gonna go ahead 16 course, their boss, Mr. Fortner, is 8 member of the task
17 and get started. 17 force as well. The Department of Regional Planning is
18 Another item is we would like to make sure that 18 represented by the interim director, Mr. Hartell, by Russ
19 every single one of you has an opportunity to speak 19 Frencano who is the planner in charge of the Marina. |
20 tonight. We have some speaker cards over here that we 20 believe that's correct.
21 would like for you to fill out so that we can keep track 21 MALE VOICE FROM STAGE: Marina cases, Marina
22 of everyone and when the comments -- for the comments. 22 cases —
23 So those are little housekeeping items and we're planning 23 MR. KREIMANN: Marina cases, yes.
24 on going from, I believe, this committee forum is 24 SAME MALE VOICE: Marina ligison.
25 scheduled from five o'clock to eight o'clock. 25 MR. KREIMANN: And Julie Moore. So let's get
Page 2 Page 4
1 This is sort of the agenda that we thought we 1 right to the presentation. We're going to go ahead and
2 would following: the first thing that we're going to do 2 review the policy that was developed as part of the task
3 is my welcome to you all and 1 appreciate you all being 3 force. There's a few basic requirements that we looked
4 here. That's a very important issue for the County and 4 at when we were developing the draft policy.  The basic
5 for the community at large. We know that there are 5 requirements for the Mello [phonetic] Act are first, that
6 differing views on both sides of the aisle and we want to 6 converted or demolished residential units that are
7 make sure that we hear everything that you need or 7 occupied by very low- or moderate-income persons or
B everything that you feel is important to include it in 8 families must be replaced.
9 the policy, the revised policy. We'll do our best ta 9 The second item is that all new residential
10 take your input and incorporate that in our next Board 10 projects must provide inclusionary housing units
11 letter, or I'm sorry, Board Memo, to the Board of 11 affordable to low- or moderate-income persons or families
12 Supervisors. But we'd like to try to do is put together 12 where feasible.
13 some options for the Board to consider based on the 13 The last item on the chart here is that local
14 public testimony that we're taking here today. 14 governments-can only approve demolition or conversion of
15 We're going to go ahead and review the draft 15 residential structures to commercial uses that are not
16 policy that has been developed and then we're going to 16 coast-dependent if they first find that a residential use
17 right into the public input session. And then, of 17 is no longer feasible at that location.
18 course, we'll conclude the forum right after that. 18 So those were the items that the task force was
19 So let me introduce to you the charge by the 19 charged to look at review and developing a revised policy
20 Board of Supervisors to go back and review the existing 20 for the Board's consideration.
21 policy that was here, that was done in April of 2002, 1 21 Now, as we look forward, there was a tremendous
22 believe. And they charged us with reviewing it and 22  amount of discussion about what our goals were in the
23 making recommendations to it that would make — ensure 23 development of the policy. So we came up with four goals
24 that we comply with the Mello [phonetic] Act 24 and they're listed here on the board.
25 requirements. There was some concern that we didn't do 25 The first and foremost Board directive was for
Page 3 Page 5
2 (Pages 2 to 5)
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1 whatever policy we developed, we had to comply with the 1 draft policy as it's been proposed for the Board of
2 Mello [phonetic] Act requirements. That was the first 2 Supervisors. Okay? The other --
3 directive that we got from the Board. The other was to 3 MEMBER OF AUDIENCE: Excuse me -
4 preserve existing affordable housing supplies which we 4 MR. KREIMANN: Yes.
5 call "replacement units” and support the creation of new 5 MEMBER OF AUDIENCE: And why does it -- you're
6 affordable housing units which is termed the 6 going to assess the draft policy and all we're going to
7 inclusionary units" and with all that being said, the 7 dois talk it out - your policy and the staff -- and
B biggest issue that we had a lot of discussion about is 8 we're not going to be able to have input into what
9 how was the County going to balance the Mello [phonetic] 9 [inaudible words].
10 Act requirement with the County's ability to continue to 10 MR. KREIMANN: No. That's not what I said.
11 generate revenues that are [inaudible word] benefit 11 What I said is the exact oppasite, which is I'd like to
12 programs. So that was a major issue that we had a lot of 12 go through the policy, use that as the starting off
13 discussion on, as well as the other issues, as well. 13 point, the draft policy, and then we'd like to see,
14 [Inaudible audience question] 14 receive your input on what you all believe needs to be
15 Okay, the draft policy — just in a nutshell — 15 included in the new revised policy. So what we're
16 we looked at the replacement housing units. We believe 16 looking to do is to develop options for the Board of
17 that, according to the Mellow [phonetic] Act, we needed 17 Supervisors to consider as opposed to just seeing one
18 to set aside replacement housing units for low- or 18 policy and saying, voting up or down on that.
19 moderate-income families based on the results of an 19 The affordable housing, we believe, a thirty-
20 income survey that's administered by the Community 20 year covenant is appropriate and the one big difference
21 Development Commission. Inclusionary housing units -- we | 21  between this draft policy and the original draft,
22 developed a formula that would calculate the affordable 22 original policy is that there is no end off fee program
23 housing units based on the net new incremental units to 23 attached to this one.
24 be constructed with the County goal of five percent very 24 So let's go on to the next slide. We'll talk
25 |ow- or ten percent low-income units set aside as 25 about the income survey.
Page 6 Page 8
1 affordable housing. 1 [Inaudible sentence by male voice]
2 MEMBER OF AUDIENCE: Is that in addition to the 2 MR, KREIMANN: It's all right. Just for those
3 replacement housing units? Or not? 3 of you that have walked in, we have some speaker cards
4 MR. KREIMANN: It's -- the inclusionary is an 4 over here. If you just fill them out and then we'll come
5 addition. 5 around the room and pick them up for you all, from you
6 MEMBER OF AUDIENCE: In addition to -- & all
4 MR. KREIMANN: That's correct. And, of course, 7 Let's talk about the income survey. The income
8 that's all based on a feasibility analysis and we believe 8 survey is what is used as the tool that's used to
9 that a case-by-case basis is the way for -- Is the most 9 determine the number of replacement housing units that
10 feasible way, or streamlined way to go. 10 each project is required to construct as part of the
11 MEMBER OF AUDIENCE: [Inaudible question) 11 Mello [phonetic] Act. The income survey is to be
12 MR. KREIMANN: Sure, I'll go through the - how 12 completed by each family and individual occupant of an
13 about if I go through the presentation and then I'll go 13 existing complex. The income information from individual
14 back, you know, then I'll ask some questions. 1'm not 14 occupants named on the lease and their family members or
15 the only one that's going to be asking — answering any 15 domestic partners will be used exclusively to determine
16 questions. Any guestions that you may have -- we'll be 16 replacement housing eligibility.
17 more than happy to clarify anything with respect to the 17 The Community Development Commission is charged
1B affordable housing policy that's been developed, the 18 with confirming the household income levels and to
19 draft policy. But I don't want to do, though, is, I 19 identify the number of [inaudibie:... -ments] eligible
20 don't want to engage in one-on-one discussions about the | 20 for replacement. The next -
21  merits of any proposals that you all have and the merits 21 MEMBER OF AUDIENCE: [Inaudible]
22 of the proposals that we have. We're interested in 22 MR. KREIMANN: It's unaffordable housing, yes,
23 receiving your input and discussing what It is that you 23 you can — affordable housing, yes. We're not going to
24 all believe needs to be included in this policy. 24 limit it to seniors, though.
25 Okay, 5o we're here to clarify the policy, the 25 MEMBER OF AUDIENCE: [Inaudible]
Page 7 Page 9
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1 MR. KREIMANN: We won't limit it to seniors. 1 Inclusionary housing -- this - to get back to
2 It's just affordable housing. Come on in. Welcome. 2 your question, the inclusionary housing [inaudible word]
3 Okay. Now the income survey has the number of 3 that posts separately from a [inaudible word] place that
4 components that needed to be evaluated. As the task 4 housing obligation. So there are two separate
5 force got together and started discussing these items, we 5 obligations. Inclusionary housing needs to be dispersed
6 needed to figure out how to handle certain individuals 6 throughout the rental unit component of the project. It
7 that are housed in the complexes. So we did our best and 7 needs to be sized and designed to be comparable to market
8 we've identified certain categories or individuals and B rate units and it's based on the net new incremental
9 applied that needed to be applied [inaudible word], the 9  units to be constructed. And what means is that you have
10 number of replacement housing units required. 10 a developer who submits an application to build a five-
11 So the first item was how do we treat 11 hundred unit complex and there is two hundred existing
12  management employees and it was our thought that 12 unit complexes, or two hundred units already existing and
13 management employees are ineligible for replacement 13 he demolishes the two hundred.
14 housing. Students claimed on parents' income taxes, the 14 The inclusionary housing would be calculated
15 student is another population that we needed to pay 15 based off of the three hundred net new incremental units
16 special attention to and we decided that students claimed 16 and the two hundred would be taken care of in terms of
17 on parents’ income taxes or whose parents are guarantors | 17 affordable housing based on the income surveys and the
18 on the rental lease agreement must include the parental 18 replacement housing obligation.
19 household income as part of the survey. Any vacant unit 19 MEMBER OF AUDIENCE: [Inaudible question]
20 at the time of term sheet [7] negotiations is deemed to 20 MR. KREIMANN: Sure. The inclusionary housing
21 be a market rate unit. 21 calculation is based on what we term the "net new
22 The next slide is a continuation of that, of 22 incremental units" and what the net new incremental units
23 the special groups. The developer must demonstrate that | 23 s, is if an application submits an application - if @
24 any tenant eviction one year prior to commencement of 24 developer submits an application to build a five-hundred
25 term sheet negotiation was for cause. As opposed trying 25 unit complex, and there's two hundred existing units that
Page 10 Page 12
1 to circumvent the Mellon [phonetic] Act requirements. 1 are going to be demolished as part of the development,
2 The next is the replacement eligibility for 2 then the inclusionary housing is based off, calculated
3 tenants returning incomplete income surveys. So we 3 off the three hundred units, as opposed to the five
4 needed a way to evaluate an individual that is occupying 4 hundred units because the two hundred units is being
5 a unit but falls to provide the income information in the 5 taken care of in terms of how the replacement housing is
6 income surveys or just fails to submit an income survey 6 calculated.
7 altogether., And what we've decided is sort of a two-fold 7 MEMBER OF AUDIENCE: [Inaudible question]
8 approach. We believe that the best way, best approach 8 MR. KREIMANN: It's being calculated based off
9 was to look at the information contained in the lessor's 9 -- the replacement housing is based off the income
10 financial records. If the information was two years or 10 survey. So that -
11 was within two years of the application, we would use 11 MEMBERS OF AUDIENCE: [Inaudible question]
12 that information as the financial information for that 12 MR. KREIMANN: Well, why don't -- I'll clarify
13 individual or there would be a test based on the monthly 13 it for you, but let me just answer your question. Then 1
14 rental rates, the average monthly rental rates. 14 won't from there take any more question.
15 The next key category was how do we treat 15 The net new incremental unit is based off the -
16 unmarried or unrelated tenants wishing to be treated as 16 - if the developer has five hundred units that he wants
17 separate individuals. We decided that they must declare 17 to develop, and there are two hundred units that are
18 under penalty of perjury that they are number one: they 18 already on the site and are going to be demolished, the
19 are not registered domestic partners, neither party 19 net new incremental is based off the three hundred new
20 receives employment benefits from the other, they do not 20 units that are being constructed. Okay, no more
21 share a bank account and they do not own real property 21 questions. Let me get through -
22 together. So if one household has two individuals and 22 MEMBER OF AUDIENCE: I just have a comment. It
23 they want to be treated separately, they could certainly 23 seems to me if you do [inaudible word] on that property
24  submit separate income surveys for each one, but they had | 24 [inaudible word], you'll discover that residential was
25 to meet this particular test, 25 not the priority for that property. [Inaudible words]
Page 11 Page 13
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1 MR. KREIMANN: Well, I'm not taking any more 1 with priority given to the unincorporated areas of Los
2 qguestions. So let me just get through the -- let me get 2 Angeles County. 50 this has to do with the replacement
3 through the presentation and then when you have the 3 housing obligation.
4 opportunity to come up to the stage, you can ask that 4 Off-site construction of inclusionary housing
5 question or you can make a comment on that. So that's 5 s slightly different. The priority order is that it, in
6 the way we'd like to treat that. Okay? 6 the coastal zone within the unincorporated territory of
7 And, of course, 1 already spoke to the 7 Los Angeles, the inclusionary housing - this is If the
8 inclusionary housing that the County goal is to set aside B project is deemed infeasible, then the inclusionary
9 five percent of the new units for very low-income 9 housing must be constructed first: in the coastal zone
10 households or ten percent for low-income households, 10 within the unincorporated territory of LA County; second:
11 subject to a feasibility analysis. 11 within the three miles of the coastal zone in the
12 Feasibility analysis: there's a few tests that 12 unincorporated territory of LA County; third: in the
13 we believe needs to be addressed. First question that 13 coastal zone within in the incorporated territory of LA
14 needs ta be answered is: can a project be successfully 14 County; and finally, within three miles of the coastal
15 completed within a reasonable period of time, taking into 15 zone in the incorporated territory of LA County.
16 account economic, environmental, social and technical 16 And so what we wanted to do was make sure that
17 factors. That is specific language that is contained in 17 the County’s unincorporated areas were given priority in
18 the Mello [phonetic] Act. The other issue that needs to 18 terms of construction of the inclusionary housing units.
19  be addressed is what impact will density bonuses or other | 19 We believe that that was important because of the State's
20 incentives and potential economic aids such as tax 20 insistence now on making sure that we county every,
21 credits, ARM financing, grants and rents concessions have | 21 single affordable housing unit that's constructed in the
22 on making an-site housing feasible. 22 unincorporated areas.
23 The final item is what is the return to the 23 Nonresidential conversions: proposals to
24 developer. The County is very interested in that and has 24 demolish or convert residential structures for commercial
25 an index that Is applied to determine whether or not 25 uses that are not coast-dependent will be evaluated. No
Page 14 Page 16
1 * something is feasible in terms of the return to the 1 project will be approved unless the County determines _
2 developer. So-- 2 that a residential use is no longer feasible at the
3 MEMBER OF AUDIENCE: [Inaudible] 3 proposed location. So, we have to make certain findings
4 MR. KREIMANN: Sure. I believe the second one 4  before we can convert from a residential use to a
5 also is there and the retum of the developer is not 5 commercial use.
6 there specifically in terms - it's an economic factor, 6 So additional provisions that were included in
7 sovyes, itis included. The task of the task force was 7 the draft policy include that the applicant must submit
8 to develop some way of measuring that and -- in order to 8 an affordable housing plan to the County prior to
9 determine whether or not the project is feasible or 9 issuance of building permits, The applicant shall report
10 infeasible from an economic perspective. 10 a thirty-year covenant guaranteeing affordable income and
11 So, project infeasibility: the developer has 11 rent requirements. The certificate of occupancy for new
12 the burden of proof with respect to project and 12 market rate units will be withheld until off-site
13 feasibility. The Directors of Regional Planning, Beaches 13 affordable housing units are completed and available for
14 and Harbors, and the Community Development Commission 14 occupancy. Off-site affordable housing units must be
15 must jointly concur with the developer's findings of 15 comp --
16 project infeasibility, If on-site affordable housing is 16 MEMBER OF AUDIENCE: [Inaudible]
17 deemed infeasible, the Mello [phonetic] Act requirements 17 MR. KREIMANN: Okay. The certificate of
18 must be met off-site. 18 occupancy for new market rate units will be withheld
19 So, let's talk 2 little bit about if the 19 until off-site affordable housing units are completed and
20 project is deemed infeasible, where would the off-site 20 available for occupancy. So we included that in there so
21 replacement housing be required to be constructed. The 21 that we made sure the developer was responsible for
22 County came up with that replacement housing can be 22 making sure that the affordable housing that's
23  provided on-site or within the coastal zone if feasible. 23 constructed off-site is completed, is constructed and
24 If not feasible on-site or within the coastal zone, then 24 completed prior to them receiving their certificate of
25 it can be provided within three miles of the coastal zone 25 occupancy for their new development.
Fage 13 Page 17
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1 And lastly, the off-site affordable housing 1 MEMBER OF AUDIENCE: [Inaudible]
2 units must be completed no later than three years from 2 MR. KREIMANN: No, no, no. What I said was
3 issuance of a building permit for the new development. 3 that we're going to receive your comments, then the task
4 Some additional provisions of the policy: the 4 force is going to go through your comments. We're going
5 applicant proposing to develop a project with rental and 5 to develop different options based on your input and then
6 ownership units may provide all replacement inclusionary 6 we'll present a report to the Board of Supervisors with
7 housing in the rental component of this project. An 7 several options.
8 applicant proposing to develop a hundred percent 8 MEMBER OF AUDIENCE: [Inaudible]
9 ownership project may provide rental units on-site to 9 MR. KREIMANN: The Board will decide on what
10  fulfill the replacement inclusionary obligation. The 10 needs to be done. Generally, what's going to happen is
11 Community Development Commission will charge an annual 11 once the Board says this is the policy that we like,
12 fee per affordable housing unit for monitoring the 12 these are the components, we would be charged -- my
13 affordable housing covenant. 13 office, actually, would be charged with developing an
14 So let's talk a little about how the rest of 14 environmental document.
15 the meeting is going to shake out, or at least the one we 15 MEMBER OF AUDIENCE: [Inaudible]
16 have envisioned. We'd like for anyone that would like to 16 MR. KREIMANN: Correct?
17 speak to fill out the public speaker card and they'll be 17 MALE VOICE FROM STAGE: 1 just want to make one
1B on the table over here. And if you can be kind enough to 18 point about the comments. The task force will also be,
19 just hold them with you and I or someone here will walk 19 of course, accepting any written comments that are the
20 around and pick up the cards from you all. 20 same as tonight, or different, or whatever. And we'll -
21 MEMBER OF AUDIENCE: We already have some. 21 that will be part of the package, too, that we will be
22 MR. KREIMANN: We have some, but if you have 22 collating and looking through for purposes of reporting
23 not filled one out, go ahead and fill it out, hold it, 23 tothe Board. So written comments can be received as
24 and we'll we walking around the room and we'll take them 24 well.
25 as they come in. We've allocated three minutes for each 25 MEMBER OF AUDIENCE: [Inaudible]
Page 18 Page 20
1 one of you all to speak tonight on the draft policy and 1 MALE VOICE FROM STAGE: I have —
2 to give us your views on what you believe needs to be 2 MR. KREIMANN: You're going to have an
3 included. Any comments or input is greatly appreciated. 3 opportunity to talk about -- this is your opportunity to
4 Like I said before, the members of the task force are 4 provide the input for the preparation of the Board
5 here to clarify any provisions of the draft policy. The 5 reports.
6 community forum is going to be audiotaped, so 1 would 6 MEMBER OF AUDIENCE: [Inaudible]
7 appreciate it if you all spoke clearly into the 7 MR. KREIMANN: Hold on, let me finish, and then
8 microphone, say your name, tell me where you live, or say 8 Tl get to you. So, we're going to get, receive your
9 or name, spell your last name, which would be helpful, 9 comments which we as staff are going to prepare a Board
10  and give us your -- what company you're representing or 10 report based on your input and present it to the Board.
11 if you're representing yourself. And then you can begin 11 The Board -- you always have the opportunity to go before
12 speaking. 12 the Board of Supervisors at that point in time and talk
13 Once we receive your input, the plan is to 13 about the revised, revised draft policy.
14 gather all the comments, collate them, and make a 14 FEMALE MEMBER OF AUDIENCE: [Inaudible at
15 presentation to the Board of Supervisors to consider 15 first, then became louder:] ...two weeks -- so many...
16 different options that will come out of this particular 16 and there's so many people in this community... and they
17 forum. Now, the one thing that I would really like to 17 haven't got the option... to help people understand
18 stress is that 1 know that there are differing views 18 basically the layout of your palicy... and clarified the
19  about this particular policy, but I would -- T would 19 difference in your policies... explain it out in simple
20 really appreciate it if everyone gives the individual 20 terms and... fine with it. We're not in a big rush.
21 speaking the courtesy of listening, no remarks until 21 MR, KREIMANN: Understood. We're going to have
22 they're finished and then you will have an opportunity to 22 speaker time.
23 speak on this particular policy. So if you can just 23 DIFFERENT FEMALE MEMBER OF AUDIENCE: Listen...
24  maintain same decorum, 1 would greatly appreciate it. 24 MR, KREIMANN: We're going to have speaker
25 Yes? 25 time.

Page 19
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1 SAME FEMALE MEMBER OF AUDIENCE: Listen, but 1 FEMALE MEMBER OF AUDIENCE: There is no time
2 you have to hear this now. [Inaudible] ... as much as 1 2 forit.
3 can. Butwe didn't have any time to do this, to give 3 ANOTHER FEMALE MEMBER OF AUDIENCE: [Inaudible]
4 input. We had very little time to do this. Second of 4 ..yesterday.
5 all, nobody 1 spoke to knew there was such a task force. 5 MORE FEMALE VOICES: [Talking over each other.]
& Any of you guys here... [inaudible and other voices]. 6 ..we want to hear from the supervisors... you to tell
7 MR. KREIMANN: Excuse me. 7 us... we want you to go into the community and tell them
8 SAME FEMALE MEMBER OF AUDIENCE: And the third 8 what your f** plan is.
9 thing, excuse me, you can't stop me now. The third thing 9 MR. KREIMANN: Okay, let's — thank you for
10 that [inaudible] here, is that there are vast numbers of 10 your comment and I think what we'd like to do, what we'd
11 people who are going to lose their apartment and nobody 11 like to do is we'd like to move on, get the input from
12  knows there's such a task force and [inaudible]. You 12 the various stakeholders, the community, and I believe
13 need to give the community the time to notice. You need 13 that would be the best use of our time at this particular
14 to give the community the kind of understanding that they 14 point in time. Now, as a task force, what I can commit
15 can understand. Not lawyer flim-flam. You need to come 15 to you is that we will thoughtfully take into
16 into the community and you need to pass [inaudible]. 16 consideration everything that's being said today. It
17 MALE VOICE OF AUDIENCE: Hear, hear. 17  will be reflected to a large extent in the report that's
18 [Applause] 18 going to the Board of Supervisors, Now we're charged —
19 MR. KREIMANN: Can I — let me just answer. 19 you need to appreciate our side. You know, we're the
20 FEMALE MEMBER OF AUDIENCE: [Inaudible] 20 staff people to the Board of Supervisors and we're trying
21 MR. KREIMANN: Tl get to you -- what I would 21 to develop a policy that not everyone is going to like,
22 really like to do is get into the public input section. 22 okay. Because there's competing interests in this
23 I think that's very important. What we're here to do is 23 particular room and so -
24 to collect as much information as we possibly can from 24 FEMALE MEMBER OF AUDIENCE: [Inaudible]
25 the individuals that are interested. Now, we have, I 25 MR. KREIMANN: One moment. There's competing
Page 22 Page 24
1 believe, provided notice to the community and this is 1 interests in this room and we have to balance those
2 reflective of the amount of individuals that are in this 2 things. And I think that the draft policy was a good
3 room. Now -- 3 start for the debate and for the discussion. Like I
B FEMALE MEMBER OF AUDIENCE: No, it's not. 4 heard once, there can be no second guessing until there's
5 MR. KREIMANN: Hold on, hold on. 5 a first guess, and that's what we've done.
6 FEMALE MEMBER OF AUDIENCE: No, it's not. 6 FEMALE MEMBER OF AUDIENCE: [Inaudible]
7 MR. KREIMANN: Okay, well, we have a lot of 7 MR. KREIMANN: 50, let's go ahead and start the
8 people in the room that have a lot of ideas and that -1 8 public input. There was, I'm sorry, there was one other
9  -- we would like to hear them as the task force. We're 9 comment. You had your hand up.
10 charged with preparing a report for the Board of 10 MALE MEMBER OF AUDIENCE: [Inaudible] ...I
11 Supervisors. We appreciate the public's input into this 11 didn't see any information about who to address the
12 process, We're going to do our best to refiect that in 12 letters to or [inaudible] ...you know, any information
13 our report. We definitely have deadlines that we need to 13 that needs to be on there to get It...
14 meet as the task force, so we -- we do have a deadline. 14 MR. KREIMANN: T'll tell you what I'll do -- is
15 So, and I'm charged with making sure that we meet those 15 before the task force is over, I'm going to go ahead and
16 particular deadlines. 16 listen. I have the computer here and what I will do is 1
17 FEMALE MEMBER OF AUDIENCE: We need to have | 17 will write - any written correspondence that you need,
18 more public input [inaudible] time for public input. 18 needs to come to my attention. So I will give you all my
19 This is a sneak attack. This is a sneak attack. You all 19 phone number, I'll give you my address. 1 would
20 calied this meeting without letting the people know. 20 appreciate written comments. Written comments would be
21 They need to know to go [inaudible] so they can find out 21 my preference only because I don't want to be accused of
22 you exist. 22 having a conversation with somebody and them coming back
23 MR. KREIMANN: As I mentioned, the task force 23 to me and saying you omitted something that was important
24  would welcome written comments as well as the testimony | 24 fto me. So, if you could do me a favor: provide me the
25 tonight. 25 written comments. We'll collate them. The comments will
Page 23 Page 25
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1 be collated and then presented to the Board of 1 have here, Because we do have a limited amount of time
2 Supervisors for consideration. 2 today. Okay. No more guestions, let's just get into the
3 FEMALE MEMBER OF AUDIENCE: [Inaudible] 3 public session and if you'd like, you can come up and use
4 MR, KREIMANN: Sure. My name is Santos 4 your three minutes to talk about whatever it is that you
5 S-A-N-T-0-S Kreimann, and that's K-R-E-I-M-A-N-N and I'm 5 want to talk about. Okay? Does anybody have any —
& with the Chief Administrative Office, 754 Hall of 6 MR. [from the stage]: Santos, just let
7 Administration, 500 West Temple Street, Los Angeles, 7 me add one more thing. When the report of the task force
B 90012 and let me give you my email address. It's 8 isready to go to the Board of Supervisors, we will
9 skreimann@cao.lacounty.gov (5-K-R-E-1-M-A-N-N at C-A-O 9 ensure it is on the Department’s website at least two
10 at). Last question, then we're going to go to the public 10 weeks before the Board considers it in public session.
11 section. 11 We will advertise its avallability in The Argonaut so
12 MALE MEMBER OF AUDIENCE: [Inaudible] 12 that members of the community here are aware of it.
13 MR. KREIMANN: Twao part. 13 We'll also announce it at the Design Control Board
14 MALE MEMBER OF AUDIENCE: [Inaudible] ... can 14 meetings, Small Craft Harbor Commission meetings, and our
15 you give a [inaudible] definition of very low-income... 15 Beach Commission meetings to get as much as dissemination
16 MR, KREIMANN: Yes, let me tell you what our 16 of that information as we can.
17 deadline is. 1 have -- and these are all internal 17 FEMALE MEMBER OF AUDIENCE: [Inaudible] ...
18 deadlines. They're not, you know, anything that the 18 middie of the thing... nobody knew about it? [Inaudible]
19 Board of Supervisors have given us. I believe, actually, 19 MR. WOZNEZKI: If you would like, I'll tell you
20 the Board directive said we had ninety days from 20 what. If you would like, you could send to Santos or you
21 August 1st. So we'd like to prepare the revised Board 21 can send to me an emall address or a post office box, s0
22 report within that ninety-day time frame. 22 that we can send you the information on when the Board
23 FEMALE MEMBER OF AUDIENCE: You mean your work 23 report will be available.
24 started in [inaudible]. 24 FEMALE MEMBER OF AUDIENCE: [Inaudible]
25 MR. KREIMANN: I'm not sure about that. We're 25 MR, WOZNEZKI: No, I said — ma'am, ma'am, for
Page 26 Page 28
1 going to have to discuss that as a task force. 1 cannot 1 anyone in the community, since you are talking to people
2 commit to that. 2 in the community, spread the word that they can get on a
3 FEMALE MEMBER OF AUDIENCE: [Inaudible]... a 3 mailing list and 1'll be happy to get them the
4  |itHe better so that people in the community know that 4 information.
5 you exist and that they should write letters? 5 [Repeated interruptions by audience
6 MR. KREIMANN: Yeah. 6 member]
7 FEMALE MEMBER OF AUDIENCE: [Inaudible] 7 Ma'am, that's what we're going to do through our public
8 MR. KREIMANN: Hold on. Okay, well first of 8 forum at the various commission meetings and The
9 all, let me just -- let me just say this. This 9 Argonaut.
10 particular meeting was publicized. It was publicized, 10 [Audience members speaking over]
11 The draft policy was on the Department of Beaches and 11 MR. KREIMANN: This is, hopefully, this is the
12 Harbors' web page. We have handouts. 12 last we heard. We've heard your concern about the lack
13 FEMALE MEMBER OF AUDIENCE: [Inaudible] 13 of notice for this particular meeting. We'll take that
14 MR. KREIMANN: But it is there. 1 mean, you 14 into consideration when we -- the revised policy does
15 can't say that -- okay. Listen, I'm not going to -- 1 15 come out, we will notice it the way Mr. Woznezki
16 don't want to get into a debate about, you know, what we 16 mentioned. And the other thing is, is that anybody that
17 did wrong. You know, what we could have done better. 17 has a speaker card, will be sent one directly to their
18 You know, we can all do better, There's no question 18 home. So make sure you have your address on there. We
19 about it. 19 try very hard to make sure that the community knows that
20 FEMALE MEMBER OF AUDIENCE: Okay, good. 20 these meetings are happening. And, you know, regardless
21 MR. KREIMANN: So, what I'd like to do is I'd 21 of what you think about my commitment or, you know, or
22 like to move forward into the public session. If you all 22  what errors I made, that's okay. I mean, that's what I'm
23 would be courteous enough to allow the speakers to speak, 23 here for. And that's what I'm asking for. All I'm
24 give the input that we are so desperately looking for, I 24 asking for is a chance to let me fix it and then we'll do
25 think that would serve best in terms of our time that we 25 our best when we recirculate the revised report to the
Page 27 Page 29
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Board. And then, let's leave it at that, let's move
forward. Everybody okay with moving forward?

AUDIENCE MEMBERS: Yes.

MR. KREIMANN: Okay, let's move forward. One
last -- does anybody have anything else to say? No?
Okay. So what I'm going to do is I'm going to move the
microphone over here. I have a stack of cards here and
if Jean [phonetic], can you do me a favor, can you just
kind of walk around and collect the rest of the speaker
cards? That'd be great. What we'd like to do is make

W o~y bW N

County in general seems to be having a problem with this,
with responses. And noticing is not outreach, not the
same thing. Right?

So, what you have in here is a room full of
committed, dedicated people who keep in touch about
issues like this. But what you don't have is the renters
who is going to be affected by this because they didn't
get the word, okay? The people who are here because
they've gone out of their way because they care about
this issuie and they let each other know what's going on.

11 sure that — we'd like to take all of your statements, 11 That's not the usual situation.
12 all of your concerns. What we want to try to avoid is a 12 [Applause]
13 debate, actually, about what, you know, our new policy is 13 One of the things that I'd like to bring up is
14 as opposed to what you think it is. You can certainly 14 that this seems to be part of a larger plan for what's
15 tell us what you think about our policy. That's fine. 15 going on in the Marina. We've had the Marina Freeway
16 But what I don't want is to digress and, you know, have a 16 extension; we've got the Admiralty Way widening; we hear
17 ot of -- you didn't think about this, or you didn't 17 all, you know, these rumblings about all these plans for
18 think about that, which is fine. We'll do that. But 18 increased density and so forth and so on. And replacing
19 we're not going to have a whole lot of discussion because 19 some of the recreational facilities and space with
20 we have to get through all of the speakers tonight. 20 additional housing because that's an income generator for
21 Okay? 21 the County.
22 MALE SPEAKER FROM STAGE: Do you want to turn | 22 I think that either there should be some effort
23  that off? 23 to present what's going on as part of that larger plan or
24 MR. KREIMANN: Okay. Like 1said, we went 24 ask is there a project here, a large project without a
25 ahead and allocated three minutes to each speaker. | 25 plan. And 1 think it's really important to address that
Page 30 Page 32
1 will be the official timer. So, and 1 will prod you when 1 and to address that to the public because they're already
2 you have fifteen seconds left in your presentation. 2 talking about it.
3 Okay, so the other - one last thing is we're going to go 3 [End of Side A, Tape 1]
4 ahead and we have the revised policy that was issued to 4 [Start of Side B]
5 the Board of Supervisors here, so if anybody needs them, 5 MR. DAVID EWING: [Continuing] And so I think
6 we're going to go ahead and pass them out so that you can 6 that needs to be dealt with head on.
7 review them. Again, that policy is on the Department of 7 As far as the subject at hand, one thing that
8 Beaches and Harbors web page if you all need to review it 8 TI've noticed is that there doesn't seem to be any
9 online. Okay? 9 discussion of displacement. That's a separate gquestion
10 And then, one last item is that just to make 10 from replacement housing. All the people in places that
11 sure that we're all clear that we're going to make sure 11 are going to be torn down have to go somewhere.
12  that we allow this individual to get the full benefit of 12 FEMALE MEMBER OF AUDIENCE: Exactly.
13  their three minutes, and I just would like to make sure 13 MR. DAVID EWING: And that means, that means
14 that everyone allows them to speak so they can be heard. 14 transients, it means additional burdens on public
15 And we'll move on from there. 15 services, and it means lives disrupted. So, I think it
16 Let's see, the first speaker is Mr, David Ewing 16 is important for you to deal with that question of
17  with the Venice Community Coalition. 17 displacement. It's a growing question of — with infill
18 MR. DAVID EWING: Hi, my name is David Ewing. 18 [?] development all over the State, particularly in the
19 1am a member of the Venice Community Coalition but 1 am 19 City of Los Angeles and now here in the County. I think
20 here on my own behalf. We did not get notice of this and 20 it's also — it's very important that whatever you're -
21 T'm sorry this is - I live at 1234 Preston Way in 21 whatever you're -- however you fulfill your Mello
22 Venice. I'm sorry this started out so acrimoniously. It 22 [phonetic] Act requirement for affordable housing, that
23 s a probiem, though, that there has not been outreach. 23 there needs to be a solid base number that Is not
24 1am signed up at previous meetings for mailings on other 24 dependent on how many affordable units there are now. In
25 related subjects, have not gotten any. So I think the 25 other words, instead of saying five percent or ten
Page 3] Page 33
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1 percent because they are -- because we figured there are 1 housing added to replacement housing and come up with a
2 already a certain number of people there whao are going to 2 number. They're separate. Inclusionary housing means
3 get replacement housing, you need to have a commitment to 3 you don't reduce the number of apartments in the Marina,
4 the real numbers, the ten and twenty percent which the 4 okay. That's replacement housing. Inclusionary housing
5 Mello [phonetic] Act requires. And whatever you do with 5 means that you're making more affordable housing to take
6 replacement or whatever you call replacement or call 6 care of the terrific housing crisis. And don't try and
7 inclusionary or whatever else, you've got to make sure 7 play off the people who are sick against the people who
8 that you meet those numbers, because I can -- you can - 8 are unhoused. The County is responsible for both and
9 MR. KREIMANN: Fifteen seconds -- 9 they can't take it out of the Marina, We have people
10 MR. DAVID EWING: Huh? 10 here who need to live here in affordable housing and we
11 MR. KREIMANN: Fifteen seconds. 11 want them to stay in affordable housing. And I don't
12 MR. DAVID EWING: Oh, okay. I'm also wondering 12 want to see any sick people living in apartments and any
13 what are the penalties if the off-site housing is not 13 healthy people living on the street. That's sick
14 completed in three years. It's nice to say, that there's 14 thinking. And we won't have it.
15 a rule saying they have to, but, you know, what's the 15 MR. KREIMANN: Fifteen seconds, Ms. Garrit.
16 stick if those aren't provided? 16 [phonetic)
17 And 1 also think that, depending on lessors to 17 MS. HELEN GARRIT [phonetic]: Well, finally,
1B provide financial information on lessees is a real 18 there's going to be two thousand new apartments in the
18 invitation to abuse, That's the kind of thing that gets 19 Marina. We want twenty percent of them to be low-income,
20 abused all the time, S0 - 20 affordable housing and we do not want you to start
21 MR. KREIMANN: Thank you, Mr. Ewing. 21 putting in moderate-income apartments for people who earn
22 [Applause] 22 eighty thousand dollars a year. You're going to
23 MR. KREIMANN: Our next speaker is Helen 23 subsidize those people? They can rent a house any damn
24 Garrit. [phonetic] 24 place they want. We want low- and very-fow income. We
25 MS. HELEN GARRIT [phonetic]: See, I told you 25 want it in the Marina, on-site, right now. And when you
Page 34 Page 36
1 guys you're going to [inaudible]. So, you're gonna hear 1 do replacement housing, we want it one-for-one. If it's
2 from me. You know, after our victory at the Capri 2 alow-income unit, we want low-income units replaced. We
3 Apartment where we got ten percent low-income, people 3 don't want a replacement moderate-income for people who
4 assumed it was ten percent. It's not ten percent 4 eam eighty thousand dollars a year.
5 everywhere. We want twenty percent. We want all of S MR. KREIMANN: Thank you, Ms. Garrit.
6 those houses to be twenty percent. And there's more. 6 [phonetic]
7 There's a better reason why we need twenty percent. 7 [Applause]
B There's a terrible housing shortage in this County. 8 MR. KREIMANN: Okay. Thank you, Ms. Garrit.
9 You're going to evict hundreds and hundreds and more g [phonetic]
10 hundreds of people from their homes in this County from 10 Our next speaker, Mansour Rajimi? [phonetic]
11 the Marina. Where're they going to go? There's three 5 5 MR. MANSOUR RAJIMI: [phonetic] Yes -- the
12 percent available housing. You're making people 12 problem is that [inaudible].
13 homeless. You, you, you, you're making people homeless | 13 MR. KREIMANN: So you don't -- so you don't
14 and you don't give a darn. 14 want to speak.
15 Now, about your crummy plan. I'm a person 15 MR. MANSOUR RAJIMI: [phonetic] No [inaudible]
16 who's sick. I got at least four major illnesses. I may 16 TI'll write a letter.
17 very well need someone to take care of me and I have to 17 MR. KREIMANN: You'll write a letter. Okay,
18 pay them. Because, God knows, nobody Is going to pay 18 ook forward to reading it. Our next speaker is Mr.
19 them for me. So when I have someone come inand take | 19 Levine.
20 care of me, they have to live in my house. Are you going 20 MR. LEVINE: Good evening, task force members.
21 to evict me because I have asthma and a heart condition 21 My name is David Levine. 1 will be addressing you this
22 and irritable bowel syndrome? Are you going to evict me 22 evening as the current president of the Marina del Rey
23 when I can't walk? That's 2 lousy clause. If's a very 23 Lessees' Association and a representative of the
24 bad clause. 24 ownership of Del Rey Shores Apartments.
25 To begin with, you can't have inclusionary 25 Your task force is to be congratulated for
Page 35 Page 37
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1 formulating a draft affordable housing policy for Marina 1 Marina will not take place.

2 del Rey which isn't always compliant with the Mello 2 Meanwhile the Marina's aging apartment stock

3 [phonetic] Act, yet which provides the County of Los 3 will continue to deteriorate without the addition of

4 Angeles and its lessees in Marina del Rey a flexible 4 badly needed market rate apartments or the contribution

5 framewark within which diverse projects can achieve such 5 of affordable housing units. It is therefore encumbent

6 compliance. Our recent experience with a myriad of Mello 6 upon all parties within the County family and within the

7 [phonetic] Act compliance issues affecting the 7 Marina del Rey community to bear in mind the development

8 redevelopment of Del Rey Shores has shown us that the 8 in the Marina must strike a sensitive balance between

9 Mello [phonetic] Act is careful to give local 9 often competing interests and values. The social good of
10 jurisdictions wide discretion in complying with 10 providing affordabie housing must be weighed against the
11 affordable housing requirements. As a result, no two 11 social cost of subsidizing affordable housing. The
12 jurisdictions in California comply with the Act in the 12 disruption new construction causes must be weighed
13 same way. It is important to emphasize that the Mello 13  against the improved quality of life the community will
14 [phonetic] Act does not prescribe only one means to 14 enjoy from renovated and new residential and commercial
15 comply with the Act and yet multipie, unique projects can 15 developments in the neighborhood.

16 differ in many critical elements and still all be 16 The Board of Supervisors has the right, indeed,

17 consistent with the Mello [phonetic] Act. 17 the respansibility to frame the affordable housing policy
18 This Is particularly important with regards to 18 in this larger context.

19 our articulation with an affordable housing policy in 19 1 have some more which I will submit to you in
20 Marina del Rey which is owned by the County of Los 20 writing. Let me just conclude with this.

21 Angeles, Marina del Rey is the largest income-producing 21 We live in a less than perfect world. Perhaps
22 asset owned by the people of the County of Los Angeles, 22 none of us will or can be happy with each and every
23 all thirteen million of them. While some existing Marina 23 provision of this policy, But we all have a vested
24 tenants may wish to keep their rents at relatively low 24 interest in making the policy work in increasing the
25 levels, there are many hundreds of thousands of other 25 total housing stock, in providing more affordable
Page 38 Page 40

1 County residents who rely on vital County social 1 housing, in keeping redevelopment projects viable, in

2 services, who will benefit from the substantial County 2 realizing the redevelopment envisioned in the Coastal

3 revenue that will be generated by redevelopment of the 3 Commission Certified Local Coastal Program, and in

4 Marina's aging apartment complexes. 4 generating much needed support for a range of vital

5 In fact, over fifty percent of the rent 5 County services. We believe the draft achieves that

6 generated by the leaseholds by the Marina for the County & balance. Thank you.

7 s transferred to the County's Department of Health 7 MR. KREIMANN: Thank you. Canl -

8 Services. So the County has a special, social interest 8 FEMALE MEMBER OF AUDIENCE: [Inaudible]

9 in generating increased revenue from the Marina. It is 9 MR. KREIMANN: Mr. Levine, if you can just give
10 simply a fact of life that for every two dollars in rent 10 me the written -- to Mr. Frencano [phonetic] there, I'd
11 forgone by the County to subsidize individual, affordable 11 appreciate it.

12 units in the Marina, there will be over one dollar of 12 Okay, our next speaker is Mr. Ben Beach.

13 lost revenue denied to support health services for 13 [Applause]

14 millions of County residents from Long Beach to 14 MR. BEN BEACH: Would somebody raise this?
15 Lancaster, from Mar Vista to Monrovia. 15 MR. KREIMANN: Let me know when you're ready.
16 Moreover, the housing shortage in Los Angeles 16 MR. BEN BEACH: Okay, thank you.

17 County extends above and beyond the availability of units 17 Good afternoon, good evening, task force

18 to low-income individuals and families to all rental 18 members. My name is Ben Beach, Family Legal Aid

19 units available at many different levels of 19 Foundation of Los Angeles. There's been, as has been
20 affordability. Therefore, the affordable housing policy 20 noted, there's been substantial amount of discussion

21 for Marina del Rey must provide the County of Los Angeles | 21 about this policy and we've participated in some of that
22 and its lessees with the fiexibility to stimulate the 22 discussion. So, I know that some of you got the benefit
23 construction of market rate units as well as the 23 of our written submissions. And I'd just like to make a
24 provision of affordable units. Unless investors are 24 couple of points if I could this evening.

25 assured of market rate returns, redevelopment of the 25 The first is, as I think it's fairly widely
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1 acknowledged, the County is in the midst of an affordable 1 developments.
2 housing crisis. In that respect, the Marina del Rey 2 [Applause]
3 territory is quite unique. It's unigue in that it 3 So, in some -- in the one place in the County
4 prevents -- it presents both an opportunity and a 4 where we have both an opportunity and a responsibility to
5 responsibility to address the crisis. It presents an 5 address the dire affordable housing crisis that presently
6 opportunity in the sense that it's county-owned land. & faces us, this group has thus far has, we believe, taken
7 it's land that the County is in a position to make a 7 a position that's fallen far short of what's feasible in
8 policy decision about how to use, And it presents a 8 terms of inclusionary housing units and certainly far
9 responsibility on the County's part in the sense that the 9 short of what's needed. Thank you very much.
10 Mello [phonetic] Act requires the County to deal with the 10 [Applause]
11 affordable housing issues in the Marina. 11 MR. KREIMANN: Dale Goldsmith,
12 Now, there's some debate over exactly what the 12 MR. DALE GOLDSMITH: Good evening, honorable
13 nature of the County's responsibility is and I'm going to 13 task force members. My name is Dale Goldsmith. I'm a
14 speak specifically to the inclusionary issue. The State 14 partner with the law firm of Armburster [phonetic] and
15 Mello [phonetic] Act said, we believe, we stand for - 15 Goldsmith, representing Legacy Partners which hopes to
16 let me say that again. We stand for the propesition that 16 redevelop the Neptune Marina parcel in the Marina.
17 the State Mello [phonetic] Act, that the statute that 17 As a preliminary matter, I'd like to stress
18 says: If it's feasible to build something, you have to 18 Legacy Partners' commitment to fully comply with the
19 build it, means if it's feasible to build something, you 19 Mello [phonetic] Act in connection with its redevelopment
20 have to build it. 20 of the Neptune Apartments. As I will describe in a
21 The County's positions thus far in this debate 21  moment, we believe that the draft affordable housing
22 has been: if it's feasible to build something, if the 22 policy will allow Legacy to achieve this important goal.
23 statute says it's feasible to build something, you might 23 However, before I address the draft policy, it's
24 have to build it. If you do have to build it, we're 24 important to place the unique nature of Marina del Rey in
25 going to give you an oppartunity to take an automatic 25 context.
Page 42 Page 44
1 reduction in what you actually do have to build based on 1 The Marina is owned and operated by Los Angeles
2  a density bonus or based on pre-existing housing. 2 County for the enjoyment and benefit of all County
3 We think we have the better reading of the 3 residents and it generates substantial general fund
4 statute when those two things are put side-by-side. But 4 revenue that is used, among other things, to fund County
5 let's pretend that in fact the County's position that the 5 Health and Social Services. This fiscal year alone, more
6 inclusionary requirement from a legal standpoint is wide 6 than fifty percent of the Marina's ground rent proceeds
7 open, that this is a - we're just, you know - it's a 7 will be transferred to the County Department of Health
8 blank canvas. You can strike whatever policy - you can 8 Services. Providing affordable housing in the Marina
9 set out on whatever policy decision you want in the 9 will necessarily require a reduction in ground rents. We
10 Marina. 10 should not ignore the fact that the more revenue that is
11 The policy decision that's been put forth thus 11 used to subsidize affordable housing in the Marina, the
12 faris, frankly, about as weak a position as this group 12 less revenue there will be available to support other
13  could take in terms of insuring that there is an adequate 13 vital countywide services.
14 inclusionary provision for the reasons that I've just 14 1'd also like to dispel the notion that the
15 said. It's an extremely low inclusionary obligation 15 County has done nothing with respect to affordable
16 because developers, 1 think it's fair to say, are likely 16 housing, including the recently-approved Shores
17 to opt for the five percent very low, and then they can 17 [phonetic] Project which RPC acted on a couple of months
18 come back around and say, well we have the further 18 back. There are a hundred and seventy-nine approved,
19 reduction based on the density bonus, and by the way, we | 19 affordable units that will come online hopefully in the
20 have a further reduction based on the fact that we had 20 next couple years. When this policy is implemented, the
21 pre-existing housing on this site. 21 draft policy, there will be many more affordable units
22 Let's compare that just with a few steps down 22 constructed as aging properties are redeveloped.
23 the road in Venice where developers are, in fact, 23 With these broader social considerations in
24 complying with a ten percent very low or twenty percent 24 mind, the method by which the County complies with the
25 low requirement and including affordable housing in their 25 Mello [phanetic] Act should be balanced with
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1 clearly-defined public policy objectives, 1 [Inaudible response.]
2 We think that the appropriate objective is to 2 MR. KREIMANN: How do you pronounce your first
3 facilitate the production of affordable housing the 3 name?
4 roastal zone or if that is infeasible, within three miles Kl MS. GITANE VALENTINE: "Gitane.” [phonetic]
5 beyond without jeopardizing the County's ability to 5 MS. KREIMANN: Gitane. Okay.
6 generate funding for other countywide benefit programs. 6 MS. GITANE VALENTINE: My name is Gitane
7 In spaaking of the draft policy it is critical 7 [phonetic] Valentine. I'm a long-time Venice resident.
8 that any adopted affordable housing policy for the Marina 8 And I'm a member of Power and Venice Community Housing.
9 provide developers with sufficient flexibility in 9 Ilive in Venice, In fact, Venice could walk to Marina
10 complying with the Mello [phonetic] Act reguirements. 10 del Rey and Marina de! Rey could walk to Venice. For the
11 Otherwise, developers will likely be unable to redevelop 11 counties who have ten percent low and five percent very
12 their properties. Meanwhile, the Marina's aging 12 low, it should be like the City: twenty percent low and
13 apartment stock will continue to deteriorate without 13 ten percent very low. I think everybody's heard about
14 contributing a single affordable unit. 14 Lincoln Place. There are thirty-seven people left. One,
15 We commend the task force for including in the 15 today, I understand went to the hospital. I've gotten to
16 draft policy this sort of flexibility. 16 know the people at Lincoin Place. I know a lot of people
17 MR. KREIMANN: Fifteen seconds. 17 that this will affect and the City and the County should
iB MR. DALE GOLDSMITH: We would appreciate 1B be the same. Because - and another thing of my concern
19 though, however, that if the task force could clarify one 19 s the seniors and the ones specially at Lincoln Place
20 aspect of the current draft. The Executive Summary says 20 that are being evicted. Those are seniors and disabled
21 that any rent concession by the County will relate only 21 people and for one to have to go to the hospital today on
22 to inclusionary units, because inclusionary units are 22 account of this.
23 required only if feasible and the replacement units are 23 You should consider and have one Mello
24 critical for the determination of feasibility. We 24 [phonetic] Act and it should be twenty percent or ten
25 believe that the replacement units must necessarily be 25 percent, just like the City is. Thank you.
Page 46 Page 48
1 considered in determining the amount of any such rent 8 | [Applause]
2 concessions. Thank you for this consideration. 2 MR. KREIMANN: Thank you, Ms. Valentine.  _
3 MR. KREIMANN: Thank you, Mr. Goldsmith. 3 Our next speaker is Lauren Wolpert [phonetic]).
4 [Inaudible from female audience member] 4 Lauren? Welcome.
5 MR. KREIMANN: Okay. Qur next speaker is 5 MS. LAUREN WOLPERT [phonetic]: Hi, thank you.
6 Liliana Hernandez. 6 1am Lauren Wolpert and I'm a resident of Del Rey and I
7 [Applause] 7 just have a couple concerns. Here 1 am, talking to the
B MS. LILIANA HERNANDEZ: Good evening. My name 8 microphone. As far as the houses are available, I mean I
9 s Liliana. 9 was able to find out about this meeting, I was able to
10 MR. KREIMANN: Could you move the mike down? 10 find out a place like Power existed, but where is a
11 So, speak right into the mike because we're trying to 11 centralized location that one would find housing units if
12 record this. Thank you. 12 and when they become available. Because 1 don't have an
13 MS. LILIANA HERNANDEZ: My name is Liliana and 13 association with any group that exists.
14 I'm from Power. I live in the City of Venice and because 14 Something else that bothers me or concems me
15 Marina is right next door to me, this policy of five 15 as far as development is as all these housing is being
16 percent very low- or ten percent low-income units is not 16 grown up, who is taking care of the infrastructure.
17 enough. So this concerns me because this will come to 17 Because I've noticed there's been a lot going on with the
18 Venice next. So this needs to be more of like a twenty 18 County are in Culver City as far as having sewage leaks.
19 percent or at least double, And that's all I have to 19 1 know there's a lot of things kind of falling apart that
20 say. Thank you. 20 way. 5o who takes care of and who will improve the
21 MR. KREIMANN: Thank you. 21 infrastructure. Because within the developments there
22 [Applause] 22 also hasn't been an increase in park space even with the
23 MR. KREIMANN: Our next speaker is, and forgive 23 expansion of something like Centenella [phonetic],
24 me, but I believe it's Shatwan [phonetic pronunciation by 24 there's been an increase in bypass. And that would lead
25 Mr. Kreimann] Valentine? How did 1 do with that name? 25 nicely off to the, you know, the main bypass there. 50
Page 47 Page 49
13 (Pages 46 to 49)

Atkinson-Baker, Inc. Court Reporters 1-800-288-3376



A008033
AFFORDABLE HOUSING TASK FORCE COMMUNITY MEETING

SEPTEMBER 7, 2006

1 that has been minus more than plus. 1 Idon't have the time to do that. I feel like this is,
2 Also, as far as moderate income people, there's 2 you know, like a backroom deal going on that -- it's
3 alot of people in that area that have fallen through the 3 going to affect me and my family. And I have nathing to
4 cracks, that have spent a life of sofa surfing and have 4 sayabout it. It's going to affect me. So, you know, in
5 not been able to find any foundation in their life to 5 just some of the notes I wrote from tonight, you know, I
6 move forward in it. 1 would appreciate, at the end of 6 want to know. It's like you guys, you know, talking
7 this, if you write all the available, good websites' 7 about the density maybe of where we live right now or how
8 addresses, emails -- if I found my pen, 1 could write 8 many people are already here. And what it's like to just
9 them down. 9 drive around Admiralty right now and how we see it just
10 As far as a Plan B, we have all these things 10 changing.
11 being built right now and I'm sure a Iot of developers 11 1 mean, there's enough people here. And when
12 want to see them to the end, but as we know, a lot of 12 the County says, you know what, okay Del Rey Shores,
13 people's construction loans are for a small amount of 13 there's two hundred families there now. Go ahead, add
14 time and interest rates are going up, and construction 14 another five hundred. How does that affect the way we
15 costs are going up, and a lot of people might not finish 15 live? You know, I mean, there's got to come a point
16 these buildings. What are we going to do because we are | 16 where somebody, and I think it's got to be you people who
17 going to have a couple of half-finished apartments as 17 really say, you know what? Yeah, things have got to
18 much as we would like to think they are or think they're 18 change. We've got to stop all this madness of just grow,
19 not, or whatever. It's just going to happen. It's just 19 grow, grow for money.
20 the nature of business. 20 [Applause]
21 Also, as far as domestic partners - as far as 21 You know, and you displace people, that really affects
22 financially helping one another, a lot of times we're not 22 lives. And I want to talk about that. I'm the father of
23 insured by each other's insurance, we cannot get each 23  two that go to school here, locally. Now, I just found
24 other's social security benefits once they're retired, we 24 out 1 have to tell my children that they're going to be
25 cannot get widow and widower's benefits. So, at this 25 displaced. Maybe that's my fault because I don't live in
Page 50 Page 52
1 point, we just have the right to divorce and how come we 1 a two million dollar home. 1 can't afford that. Even
2 don't have the right to inclusion in this? How come 2 though T've lived in this neighborhood my whole life,
3 everything has to be together when everything else, as 3 okay. And three generations of my family have lived
4 far as benefits, we're not entitled to. I think that's 4 here. But now I will not be able to afford to live here
5 all I have written down at this point. Thank you very 5 if your plan goes through. And so I just want to know,
& much for your time. & who's looking out for me and my family. Is it the
7 MR. KREIMANN: Thank you very much. 7 government? And I'm just, I'm wondering about that
B [Applause] 8 because I've always felt that the government had my best
9 MR. KREIMANN: Our next speaker is Mark 9 interest in mind.
10 Hensley. [phonetic] 10 But now I'm really realizing that the guys with
11 MR. MARK HENSLEY [phonetic]: Yeah, I'm Mark 11 the suits, okay, that's where it's going. They're going
12 Hensley. 1 live at Del Rey Shores and I guess the one 12 to get it their way and I do feel the winds of change of
13 thing that really strikes me about this whole thing 13 blowing. And it's going to happen. So that leads me to,
14 that's happening is that I just found out about all this. 14 okay, so my family gets displaced, you know. Whatam I
15 1 look on the board over here and it shows all these huge 15 going to do? Where will I go to? They'll give me ninety
16 buildings being built -- what this big plan is and I've 16 days. I'm on a month-to-month right now even though I've
17 lived here all my life and I've never known about any of 17 lived in Del Rey Shores for seven, six years now. I'm on
1B this stuff happening until somebody from the Power 18 a month-to-month and literally tomorrow they could give
19 organization dropped something on my doorstep. 19 me a ninety-day, and I don't know what I'm going to do.
20 And so I have no idea what to say. As the guy 20 And what will T do with my children going to schoal.
21 that represents Del Rey Shores and the other developer 21 What will I tell my kids.
22  who came up here, he had a nice typed out something to 22 You know, these are things you really have to
23 say to everybody. It sounded really nice. Iwould 23 ook at and slow down. Let's just slow down and let
24 really love that opportunity to also put something 24 everybody know what's going on here because it's really
25 together so that it sounds better. You know, right now, 25 incredible and I feel sorry for all the other people that
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1 live in the County, you know. And I don't think any of 1 However, the Marina's experience with
2 you probably live here. I really don't. I doubt that 2 redevelopment projects is that they do create income-
3 very much. Because, you know, you guys are putting 3 restricted units as well as new, high quality housing
4 policy together that's affecting us. Well, help us out. 4 stock to replace the older existing units which date from
5 If you're going to help everybody in the whole County 5 sixties and seventies here in the Marina.
& and, you know, I didn't realize that I wasn't in LA until 6 The five projects approved in recent years have
7 pretty much today. You know, I thought I would be 7 led to a hundred and seventy-nine income-restricted,
8 entitled to the same things people in LA are entitied to 8 affordable units and the several projects which are now
9 or Santa Monica. 9 in the approval process, including our Villa Venetia
10 1f 1 am displaced, is somebody going to help me 10 Project, are all planning to support affordable housing.
11 move? Because I'll tell you right now, I'm living month- 11 The current draft policy offers a fair and
12 to-month. I've got a wife that doesn't work, I've got 12 predictable process for determining feasibility and
13 medical problems at home. And it's real important to me. 13 correctly recognizes that off-site alternatives may be
14 And somebody has to look out for the little guy, okay. 14 appropriate depending on the facts.
15 And that's me. And all the other people back here, 15 MR. KREIMANN: Fifteen minutes - fifteen
16 they're going to lose their housing and where will we go? 16 seconds, I'm sorry.
17 You know what, I've lived at the beach my whole life and 17 MR. PETER ZACK: The County is doing the right
18 1don't want to move inland much more, okay. So please 18 thing by balancing competing goals and supporting
19 slow down and let us have a chance to just discuss this 19 redevelopment with appropriate consideration of
20 and do it with community involvement. It's not backroom | 20 affordable housing. We support those efforts and look
21 deals; it's about community involvement and we should all | 21 forward to continuing toward our goal of maximizing the
22  work together, because it's going to happen, I know it's 22 number of units we can feasibly support while still
23 going to happen. But let's work together, okay. Thank 23  ensuring an appropriate return to the County and to
24  you. ' 24 justify our investment in new public infrastructure and
25 MR, KREIMANN: Thank you Mr. Hensley. 25 environmental benefits for the Marina and all
Page 54 Page 56
1 [Applause] 1 stakeholders, We think the current draft policy will
2 MR. KREIMANN: Our next speaker is Peter Zack. 2 allow the positive outcome and allow the County to
3 MR. PETER ZACK: Good evening, members of the 3 continue to generate leasehold revenues from the Marina
4 task force. My name is Peter Zack and I'm speaking on 4 to support other County social programs. We support the
5 behalf of the Villa Venetia Project. We're currently 5 flexibility of the proposed policy. Thank you.
& working hard on this project and are very proud of our 6 MR. KREIMANN: Thank you very much. Let's just
7 top guality design which we presented to the DCB last 7 give it to Mr. Bollein [phonetic].
8 week. We absolutely recognize the importance of B FEMALE MEMBER OF AUDIENCE: [Inaudible]
9 affordable housing in this region, This isn't lip 9 MR. KREIMANN: Could I - could I just make one
10 service; we take responsibility to help to find solutions 10 more request and that's please don't interrupt the
11 and, in fact, several of us have worked on other market 11 speakers. It's not appropriate. We're going to give
12 rate projects that include affordable housing. We will 12 everybody a chance to speak and just please, it'd make
13 draw upon that commitment and experience at Villa 13 things work a lot smoother. So if I hear more
14 Venetia. 14 interruptions, it's going to force me to tack more time
15 We support the proposed draft policy because we 15 onto the individual. 1 think that's fair. So, please,
16 believe it seeks to provide the greatest net benefit to 16 we're all adults here and we understand that it's a hot
17 the community including affordable housing advocates 17 topic and it is a difficult ane, but please, I will
18 because it allows for flexibility and a case-by-case 18 appreciate everybody being civil to one another and
19 analysis of the facts presented by each project in 19 extending the courtesy of allowing them to speak of their
20 determining the best way to support affordable unit 20 particular views. With that, our next speaker is Deanna
21 production. We understand that some tenants that 21 Kitamoro? [phonetic]
22 currently live here in the Marina, including our existing 22 MS. DEANNA KITAMORO: [phonetic] Good evening,
23 tenants, don't want change because they hope that without 23 I'm Deanna Kitamoro, an attorney with Western Center on
24 redevelopment the status quo and existing rent will 24 Law and Poverty. I'm here with my legal aide colleagues
25 continue. 25 in support of Power.
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1 The first thing I want to know is that the only 1 County's housing elements states that the County will
2 people who have come up here in support of the policy, 2 coordinate with the private sector in the development of
3 the draft policy, have been the developers and there's a 3 avariety of affordable housing for both rental and
4 reason for that because the policy is inadequate. Ben 4 opwnership. If you allow developers to build only rental
5 Beach, my colleague, addressed some issues and Dan Brown, 5 for the affordable units, the County will have missed an
6 my other colleague, will address the other ones. I wauld & easy opportunity to promote one of its housing element
7 like to point out a couple of other things. 7 policies.
8 First of all, the palicy lacks guidance on 8 The draft Marina policy is highly problematic
9 important issues. Because the Mello [phonetic] Act 9 legally and for policy reasons. We encourage you to
10 reguires affordable inclusionary units where feasible, 10 incorporate all of the comments that we have addressed in
11 the guestion of where the affordable units will be 11 our letter to you and as well as to the Board of
12  located _and whether inclusionary units will be required 12 Supervisors. Thank you.
13 all comes down to feasibility and in order to figure out 13 [Applause]
14 feasibility, the County must decide on methodology and 14 MR. KREIMANN: Thank you very much. Our next
15 threshold levels. 15 speaker is Suzanne Brown.
16 But the policy is completely silent on these 16 MS. SUZANNE BROWN: Good evening. My name is
17 two issues and a lack of guidance resuits in 17  Suzanne Brown and I'm an attorney with the Legal Aid
18 inconsistency decisions. We know from comments made by 18 Foundation of Los Angeles. My testimony tonight is going
19 the RPC that they want the County to provide them 19 to focus on some key prablems with the replacement
20 quidance. Otherwise for each proposal that comes along 20 housing provisions of the draft policy.
21 there will be a fight over which methodology and 21 First, the palicy creates a number of improper
22 threshold to use. Unless these issues are resolved in 22 exemptions from the Mello [phonetic] Act's replacement
23 the policy, you essentially have an ad hoc process. And 23  housing obligation. These include resident managers,
24 the one point that is covered in the draft policy with 24 students who pay their own rent and financially
25 regards to feasibility is that there can be an adjustment 25 independent relatives who live together.
Page 58 Page 60
1 up to two hundred points. However, the draft, again, 3 Second, while the Mello [phonetic] Act requires
2 does not provide any details on when such an adjustment 7 examination of current tenant incomes to determine if a
3 should be made. So this policy is essentially ad hoc. 3 replacement unit is required, the policy improperly
- There is also discussion, or there's also a 4 allows examination of rent levels. This violates the
5 point about rent adjustments in the policy. Under the 5 Mello [phonetic] Act and it also makes little sense from
6 County's existing Marina policy, the County indicated 6 a policy perspective because in today’s housing prices,
7 that it was willing to reduce the ground lease by 7 tenants are doubled up and overcrowded in order to afford
8 fifty-three percent. But the proposed policy states that B rents.
9 the County is willing to reduce their ground lease on 9 Third, while the Mello [phonetic] Act requires
10 inclusionary units, but it does not provide any 10 replacement of low- and moderate-income units on a
11 percentage, any sort of cap to that level. If there is 11 one-for-one basis, the policy improperly allows for
12 no maximum level provided, then it is difficult to 12 replacement of bedrooms on a one-for-one basis. This
13 conduct any feasibility analysis, because a formula 13 constitutes an improper reduction in the Mello [phonetic]
14 cannot be established. 14 Act's replacement housing obligations. And again, it
15 So, once again, the County will have to conduct 15 does not go very far in helping us in today's housing
16 a case-by-case analysis because the policy does not spell 16 prices.
17 any details out. 17 Fourth, while the proposed policy is proposing
18 The last point that I want to make is about 18 a thirty-year covenant on affordable housing units, we
19 rental versus ownership, The draft policy allows all 19 recommend that units remain affordable for the life of
20 affordable units to be a rental, even where the market 20 the ground lease. Otherwise, as all of the ground leases
21 rate units are ownership. This is problematic for a 21 in the Marina come up for expiration, we're going to --
22 variety of reasons. One of the main reasons to bar such 22 I'msorry. In thirty years, we're going to see a loss of
23 pol -- tradition [?] is that affordable units and the 23 all the affordable units at one time. Whereas if we keep
24 tenants residing in them are likely to be stigmatized if 24 them affordable for the life of the ground lease, we're
25  all the other units are ownership. Moreover, the 25 not going to have a big loss of affordable units at one
l Page 59 Page 61
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1  moment. 1 otherwise is low income. We're talking about taking a
2 Fifth, pursuant to our reading of the Mello 2 market rate unit and rehabilitating it to add to the
3 [phonetic] Act, like-for-like replacement of units is 3 low-income stock. So it would in fact increase the
4 required. This means that if 2 low-income unit is 4 stock. That's the intent of the current draft.
5 demolished or converted, it must be replaced with a 5 MR. KREIMANN: Thank you. Our next speaker is
6 low-income unit. Unfortunately, the proposed policy is 6 Maryanne Weaver.
7 interpreting the Mello [phonetic] Act to allow 7 MS. SUZANNE BROWN: [Inaudible]
8 replacement of any unit with a moderate-income unit. B MR. KREIMANN: Hold on, hold on, you had your
9 Again, this violates the Mello [phonetic] Act and in 9 three minutes, so...
10 light of our housing crisis, is a very poor policy 10 MS. SUZANNE BROWN: [Inaudible]
11 choice. 11 MR. KREIMANN: Okay, I'll allow it this one
12 Sixth, while the policy allows developers to 12 time.
13 provide replacement units either on-site or elsewhere in 13 MS. SUZANNE BROWN: [Inaudible] ...just in
14 the coastal zone, it would be much better policy for the 14 terms of the rehabilitation, if you're subsidizing the
15 County if replacement units were located on-site, 1t 15 exiting market rate units to make it low-income, you're
16 would meet the goals of the Melio [phonetic] Act which 16 not adding to our housing stock in any way; you're just
17 are anti-gentrification. 17 adding a subsidy to an existing unit and the point with
18 Seventh, the proposed policy improperly allows 18 such a housing crisis right now is to constantly increase
19 developers to satisfy their housing obligations through 19 the housing stock and increase the amount of low-income
20 rehabilitation, This is not permitted by the Mello 20 units.
21 [phonetic] Act because it does not create net new units. | 21 Putting that issue aside, a separate point,
22 Rehabilitation, moreover, is cheaper than new 22 along with this, is, it is immensely cheaper to subsidize
23 construction so it provides developers with a constant 23  and rehab an existing unit than it is to create a new
24 incentive to build off-site, which, again, is not in the 24 low-income unit either on or off-site. So there is a
25  best interests of the community and does not meet 25 constant economic incentive for the developer to rehab
Page 62 Page 64
1 anti-gentrification interests. Developers should be 1  and subsidize a unit instead of creating a new unit and
2 required to satisfy their Mello [phonetic] Act 2 adding to our housing stock and creating a low-income
3 obligations through either adapted reuse or new 3 unit. Thank you.
4 construction, because this will yield net new units and 4 MR. KREIMANN: Thank you. Maryanne Weaver?
5 help our housing crisis. Thank you. 5 MS. MARYANNE WEAVER: Good evening. My name is
] MR. KREIMANN: Thank you. Mr, Heifetz, 6 Maryanne Weaver and I'm a resident of Marina del Rey.
7 [phonetic] you have a comment? 7 MR. KREIMANN: I'm sorry, could you put the
8 MR. HEIFETZ [phonetic]: Yeah. Justas a 8 microphone closer to your -- thank you.
9 clarification: a couple, two points -- not to get into a 9 MS. MARYANNE WEAVER: Okay. For eight years I
10 debate with Ms, Brown and I'm sure we will talk more 10 was a resident at Kingswood Village and before Kingswood
11 about this later, but the two points that 1 just wanted 11 Village was purchased by Art Stone [?] some of us tenants
12 to make a comment on: one is the issue of rent levels, 12 were informed that — by Kingswood Management that the
13  What the draft policy provides is we were only -- the 13 County had requested that Kingswood prepare a plan for
14 draft policy provides that we will only look at rent 14 affordable housing and they were working on that plan
15 levels versus tenant income when the tenant doesn't 15 when Art Stone took over, The question we need answered
16 complete the survey and we otherwise don't have income 16 is why the County did not insist that Art Stone continue
17 information for that tenant. That's the only time that 17 with that plan. The Kingswood Village Complex consist of
18 we -- that the draft proposer is looking at rent levels. 18 six hundred and twenty-four units and when Art Stone took
19 So that's just one point. We can talk about that more 19 over, a large percentage of those tenants were people who
20 |later. 20 would have qualified for affordable housing and seniors
21 Second, the only other -- the second paint, I 21 between the ages of sixty-two and ninety years old.
22 just want to make sure, because I think the task force 22 If at least ten percent of affordable housing
23 was clear, but maybe the document we submitted wasn't 23 had been available, many of those — it would have been
24 clear on rehabiliation. We're not at all, 1 don't think 24 at least sixty units -- and many of these people that
25 the draft policy is proposing to rehabilitate a unit that 25 were displaced, would have remained in their homes. At
Page 63 Page 65
17 (Pages 62 to 65)
Atkinson-Baker, Inc. Court Reporters 1-800-288-3376




A008033
AFFORDABLE HOUSING TASK FORCE COMMUNITY MEETING

SEPTEMBER 7, 2006

1 one of the new surrounding communities, Playa Vista, 1 First, the purpose of the Mello [phonetic] Act
2 several apartment complexes are offering affordable 2 was to restore local control over housing policy. Prior
3 housing. For instance, the Avalon del Rey offers ten 3 to the Mello [phonetic) Act, the state imposed affordable
4 percent low income and ten percent affordable income, a 4 housing requirements on projects in the coastal zone. As
5 moederate income which is twenty percent total. 5 a result, coastal cities and counties had little to no
6 Due to the dark situation in the country today, 6 control aver housing policy within a portion of their
7 many companies are outsourcing work, cutting back 7 jurisdiction. The Mello [phonetic] Act was one of many
8 workforces, pensions being cut, wage concessions. And 8 acts introduced to give control over housing policy back
9 according to recent statistics, more than fifty percent 9 to local governments.
10 of the American people have income of less than fifty 10 Today, the Mello [phonetic] Act gives the
11 thousand dollars per year and that percentage is rapidly 11 County a great deal of discretion and flexibility to set
12 decreasing. 12  housing policy on a countywide basis. The Mello
13 These are hard-working people along with senior 13 [phonetic] Act does not set minimum percentages; it gives
14 citizens, some who live right here in Marina del Rey who 14 the County discretion to determine how best to meet its
15 would like to stay here and they should stay here. But 15 housing needs.
16 because of the outrageous rent increases, these people 16 In addition, the Mello [phonetic] Act is
17 are being forced out of their homes and the sad thing is 17 premised on feasibility. Sorry about that. Feasibility
18 that they're not compensated for it as some of these 18 -
19 surrounding areas do. 19 [End of Tape 1, Side B]
20 In revising the policy, we want the policy to 20 [Start of Tape 2, Side A]
21 state that every apartment complex in Marina del Rey be 21 MS. ESTELLA DE JANOS [Phonetic]: Four factors:
22 required to offer twenty percent affordable housing and 22 environmental, social, technical and environmental.
23 that it not be limited to just the new complexes, but all 23 Projects that cannot be successfully completed within a
24 complexes — 24 reasonable period of time are not considered feasible.
25 MEMBER OF AUDIENCE: Yayy. 25 Each of these of these factors including timing and
Page 66 Page 68
1 MS. MARYANNE WEAVER: -- including the 1 likelihood of success are important and must be .
2 renovated and the non-renovated. Thank you. 2 considered.
3 MR. KREIMANN: Thank you very much. Our next 3 In addition, the County as landowner, must
4 speaker is Estella de Janos? De La Janos? 4 consider the revenue impacts. Rents from the Marina have
5 MS. ESTELLA DE JANOS [Phonetic]: Good evening. S been a substantial source of the County's unrestricted
6 MR. KREIMANN: Good evening. 6 funding which is used for important countywide programs
7 MS. ESTELLA DE JANOS: My name is Estella de 7 such as health and other social services. Reducing
B Janos of Latham & Watkins on behalf of Lion Capital, the B ground rents directly impacts this funding. The County
9 lessee for Villa Venetia. We agree we need more housing, 9 must analyze the fiscal impacts of any alternatives to
10 but the Mello [phonetic] Act alone will not solve our 10 the proposed policies.
11 housing crisis. Requiring projects in the coastal zone 11 We support the current draft because it seeks
12 to provide units on-site where land costs are the highest 12 to establish a clear and predictable compliance process
13 and density may be limited by deference to coastal 13 and because it recognizes that the Mello [phonetic] Act
14 resources, is among the least cost-effective options and 14 gives the County flexibility to permit both on- and
15 will generate few units given the high cost per unit. 15 off-site compliance. The County is a landowner;
16 The County needs to consider options that will maximize 16 therefore, it should consider ways to maximize production
17 the number of affordable units. 17 of affordable units. .
18 This includes off-site alternatives that can 18 Many of the housing units in the Marina are in
19 take advantage of lower land costs, reduced environmental 19 need of renovation and lessees are eager to provide the
20 constraints and the ability to leverage private funds 20 County with new units that need energy efficiency,
21 with tax credits and other financing incentives to 21 seismic and other current building standards and which
22 maximize creation of affordable housing. As you evaluate 22 will increase County revenues for important County
23 your comments, the comments on the current draft, we know 23 programs. Clearly, more housing is needed at all levels,
24 Its consistency with the purposes of the Mello [phonetic] 24 but until a policy is adopted, lessees will be
25 Act 25 discouraged from redeveloping the Marina and to no new
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1 income-restricted units will be created. Therefore, we 1 1'd like to see an audit on the benefit of
2 ask you to move swiftly to adopt a policy. 2. these revenues, too. We all know how dismal failure the
3 We look forward to providing supplemental 3 County has been in these social benefit programs. And
4 comments in writing as your process continues. Thank 4 for you to tell us that by eliminating housing in this
5 you. 5 marina, how it's going to fix everything — I want to see
6 MR. KREIMANN: Thank you. Our next speaker is 6 an audit on that, I'd like to see how that really works
7 Carla Andrews? 7 in numbers.
8 FEMALE MEMBER OF AUDIENCE: [Inaudible] 8 The Mello [phonetic] Act is a poor compromise,
9 MR. KREIMANN: No, no. We're going to do it 9 at best. You know, when you're gentrifying an area like
10 now, yeah. 10 this, it's just - it's just — you're asking, you're
11 FEMALE MEMBER OF AUDIENCE: [Inaudible] 11 giving these developers all the goodies in the world,
12 MR. KREIMANN: Great. 12 right. They get density housing, they get extra traffic
13 MS. CARLA ANDREWS [phonetic]: [Inaudible] ... 13 credits, they get new leases, extended leases, leases
14 you know, that's the kind of presentation you'll get, 1 14 without even looking at the bid. And then you give us
15 suppose. You know, it's like -- well, the first thing 15 the crumbs of affordable housing. And now we see the
16 1'd like to say is we definitely do need workshops on 16 developer and the County fighting over those crumbs. And
17 this matter, okay. And you have not succeeded in the 17 we're just stand here left going, oh well, maybe we'll
18 outreach that is required to even let this community 18 give five percent.
19 know -- 19 MR. KREIMANN: You have fifteen seconds.
20 [Audience speaking over] 20 MS. CARLA ANDREWS: Because you're going to
21 We need workshops and we also need a better outreach, 21 help somebody, you're going to help social benefit
22 absolutely. The purpose of the Mello [phonetic] Act is 22 programs? I want to see some real proof of that.
23 to provide the -—- not the minimum affordable housing, but 23 MR. KREIMANN: Thank you very much.
74 rather the maximum amount of affordable housing the 24 [Applause]
25 coastal zone and the most generous offering in support of | 25 MR. KREIMANN: Our next speaker is Nancy
Page 70 Page 72
1 state law and its intent. 1 Marino?
2 Marina del Rey, in its unique role to the 2 MS. NANCY MARINO: Good evening. My name is
3 region as recreation, small craft harbor, does not 3 Nancy Vernon Marino and I am a Marina del Rey resident.
4 recognize housing as a priority and this is — I'm going 4 That's M-A-R-1-N-O, 1 think you wanted me to spell that.
5 to take this opportunity to say that when you are looking 5 Hello to all of those of you who see me
6 atanew lease, and a new project, you have denied us a 6 practically every meeting. 1 didn't have a lot of time
7  bid on that project. The public has a right to look at 7 to prepare today because there were actually three public
8 that property before you give an extended lease or new B hearings on Marina del Rey projects last week. The
9 |eases or anything else to revisit that property to 9 County departments and commissions and everything -
10 determine if we want housing in the area at all. 10 they're paid full-time to do this job and they have come
11 For instance, your Del Rey Shores - it's two 11 here very well prepared. I sat during your presentation
12 hundred units now. Maybe we would like to see that taken 12  scribbling down my reactions on what you have presented.
13 off the map and a baseball field put there, 1t's our 13 And thank you, it was a fairly clear presentation.
14 choice. We should be able to say something about that. 14 1 would like to first say that notice was
15 It is publicly-owned marina. We keep saying "county- 15 perhaps legally given, but notices are not even a needle
16 owned marina," but this marina belongs to the public. We | 16 in a haystack; they are a piece of straw in & haystack.
17 paid for it, we have a land use plan, we have a local 17 Itis very, very difficult for members of the public to
18 coastal plan, and you need to adhere to that. 18 find each and every meeting because there are so many of
19 So housing is not a priority in the marina, 19 them. I mean, we are just -- we are inundated. Every
20 anyway. However, we do have housing here and as it 20 project has several meetings and different commissions
21 started, it was a fair reasonable -- it was fair and 21 and boards, and so forth.
22 reasonable rent. The lessees' association sued to get 22 So, the County's obligation is not just to
73 out from under that obligation. The County rolled over 23 notify, but to do County outreach because this is such a
24 and said, well, you know, here's a way to maximize our 24 comprehensive redevelopment project and we would like to
25 revenues. 25 have public workshops resolving major policies such as
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1 this one before these projects go railroading through. 1 require maybe only a few or perhaps even no replacement

2 It's just impossible, as members of the public. We're 2 units. That doesn't seem like a very good policy to me.

3 working full-time and then we're doing this in our spare 3 MR. KREIMANN: Fifteen seconds, Ms. Marino.

4 time, trying to come prepared, trying to bring the issues | 4 MS. NANCY MARINO: Okay, all right. Well, all

5 before you that matter. 5 right

6 So we would like to have workshops on this 6 Second, next one. The item on vacant units.

7 before you do your revised report. We think this is 7 They need to be classified in proportion to the occupied

8 necessary. 8 units. Otherwise there's just, there is the motivation

9 To get to your policy itself, number ane, 1 9 for lessees to keep -- to get those units vacant before
10 would like to ask why are there no community 10 these surveys are done. This is not acceptable.
11 representatives on your task force. That -- 11 Number six: On your evictions for cause. If
12 [Applause] 12 the cause was nonpayment of rent, I think there needs to
13 That seems to me to be the most glaring aspect of this 13 be an investigation into the rental rate increases on
14 whole thing. The community is, you know -- you're 14 that unit, starting from perhaps January 1st of this year
15 bringing this to us like little children. This is very 15 or at some base point to determine that they weren't just
16 insulting and we would like to see a member of the 16 increased rent out of a unit. You know, that they no
17 community who is very involved in housing issues be 17 longer could afford it and so that they voluntarily
1B included in this task force. That will allow us to get 18 moved.
19 better information more quickly. 19 MR. KREIMANN: Okay.
20 I'm happy to see that the in lieu fee will be 20 MS. NANCY MARINO: Is there someone who could
21 abolished. Ileave [?] Ms. Brown's testimony about the 21 grant me some time?
22 covenant lasting for the term of the lease -- I support 22 MALE VOICE: [Inaudible]
23 that. Ithink that's very important. 23 MS. NANCY MARINO: Okay. He's gaing to cede me
24 The fourth one, the proposal to base 24 his time. Is that acceptable?
25 replacement units on this income survey is absolutely 25 MR. KREIMANN: Unfortunately, it's my time.

Page 74 Page 76

1 ludicrous. I don't even know where to start with this. 1 So, I'll give you one last — one last comment.

2 You're going to ask people for all of this personal, 2 MS. NANCY MARINO: I have a couple more,

3 private information and insist that they give testimony 3 actually. If he has three minutes and he cedes it to me,
4 in these - or in their responses under penalty of 4  why Is that your time?

5 perjury. Now, you're going to ask for information on all 5 MR. KREIMANN: It's my time. It's - last

6 household members and supposedly exclusively to determine 6 comment.

7 replacement housing eligibility. I don'ttrust that that 7 MS. NANCY MARINO: Oh.

8 information is going to be used just for that. And I B MR. KREIMANN: Well, go ahead.

9  would not be very -- I would be very reluctant to give 9 [Audience speaking over]
10 that information out. I might wonder if I were 10 MR. KREIMANN: Go ahead.
11 struggling to pay my rent if this information might not 11 MS. NANCY MARINO: All right. 1 wouid like to
12 be used by the lessee to try to shove me out a little bit 12 know how aggressive County will be with regard to
13 early, get rid of me because what if they think I don't 13 unfeasibility appeals. The replacement and inclusionary
14 have enough money to pay the rent? 14 housing off-site provides for siting within three miles
15 And it also — it predetermines based on some 15 of the coastal zone where the land values are much lower
16 government criteria how people should be spending their 16 than in the coastal zone, This -- sorry. This provides
17 money and what is appropriate. Right now, to use your 17 a huge incentive for developers to engineer
18 example of a two hundred-unit complex being replaced by a 18 unfeasibility. So, I want to know what protections -
19 five hundred-unit one, well, supposing -- let's see, 19 how you determine -- I want to know how aggressive you
20 where's that. Okay, if all the units in the existing two 20 will be in challenging any unfeasibility claim.
21 hundred building are affordable housing now, what if none 21 And also, as far as if the housing is replaced
22 of the present occupants — or what if the present 22 off-site, 1 think there needs to be a greater than one-
23  occupants are either unwilling or unable to prove that 23 to-one ratio — because of this different in cost, it's
24 they fit the government-determined criteria for need. 24 much cheaper to build inland because of the land values.
25 That would mean that the new building would 25 So there should be more units replaced, not simply the
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1 number that would be built here in the coastal zone, And 1 within the coastal zone. One must ask the question, what
2 then - 2 s the proposed policy trying to accomplish. If it's to
3 MR. KREIMANN: Last comment. 3 interpret the Mello [phonetic] Act in a way that would
4 MS. NANCY MARINO: Okay. It's ail I could come 4 minimize the obligation to provide affordable housing in
5 up with anyway. In the additional provisions there are 5 the Marina, maximize the profit to developers who will
& two references to applicants' proposals: one for rental 6 reap - the profits of developers will reap from leasing
7 and ownership units and one for ownership units. Marina 7 and developing this public land, the policy succeeds.
8 del Rey is public land, mandated for a small craft harbor & If, however, the County is trying to advance a public
9 and public recreation. Why on earth is the County 9 policy that recognizes and I'm quoting now from the
10 contemplating and even here pramoting ownership? This is 10 Government Code: "There exists within the urban and
11 just wrong. We have not been able to own here in the 11 rural areas of this State a serious shortage of decent,
12 Marina for years. We were told that's because it's 12 safe and sanitary housing for persons and families of low
13 public land and no one can own here. So why are you 13 and moderate income and conseguently a pressing and
14 offering our public land for sale? Thank you. 14 urgent need for the preservation and expansion of low-
15 [Applause] 15 and moderate-income housing supply.”
16 MR. KREIMANN: Thank you. Our next speaker is 16 This policy fails miserably. 1 know I don't
17 Steve Clair [phonetic]. 17 have the time -- in the time that's been allotted to me
1B MR. STEVE CLAIR [phonetic]: Good evening, 18 to speak specifically in any detail about the various
19 members of the Affordable Housing Task Force. My nameis | 19 areas that the policy is deficient. But let me just
20 Steve Clair. I am Executive Director of the Venice 20 itemize some.
21 Community Housing Corporation. We're a non-profit, 21 Regarding the palicy of replacement units, the
22 affordable housing developer that operates in Venice and 22 policy, as other people have mentioned, authorizes
23 Mar Vista area. We're vitally concerned about the loss 23 several exemptions from replacement requirement that are
24  of affordable housing in our community and within the 24 not authorized by the Mello [phonetic] law. These
35 coastal zone. Venice Community Housing Corporation first 75  include the units occupied by managers, students, units
Page 78 Page 80
1 investigated the issue of the City's non-compliance with 1 that have been vacant within a year from the term sheet
2 the Mello [phonetic] Act back in the early nineties and 2 negotiations.
3 spent a considerable amount of time trying to work with 3 It only reguires affordability for these
4 the City to develop policies and procedures which would 4 replacement housing for thirty years. Other people have
5 fairly implement the Mello [phonetic] law. 5 commented on that. And it allows for the rehabilitation
6 When the City refused to develop such plans or 6 of existing units also rather than replacement with new
7 effectively implement the Mello [phonetic] law, we were 7 units. Regarding inclusionary units in new construction,
8 among those who helped to bring a lawsuit against the 8 the biggest loophole is that the County policy sets no
9 City of Los Angeles and thanks to the Court of Appeal and g requirement, only a goal. And that goal is only five
10 litigation which, 1 presume, that you are familiar with, 10 percent for very low and ten percent for low in the new
11 the Court directed that the City did have a mandatory 11 units to be constructed.
12 obligation to comply with the requirements of the Mello 12 And, of course, the feasibility as presented by
13 [phonetic] Act. And after the Court of Appeals made that 13 - in this draft policy, rests on the pro forma of the
14 directive to the City, I'll have to say that the City did 14 developer. The City of Los Angeles came to the just
15 in fact operate in good faith and worked with the 15 conclusion that the developer was not - was always going
16 plaintiffs and the plaintiffs' attorneys to develop 16 to be able to manipulate his pro forma, is always going
17 policies and procedures which did actually comply with 17 to demonstrate that he didn't have the, you know, the
18 the spirit as well as the letter of Mello [phonetic] law. 18 ability to create the affordable housing within the
19 And I would say that we seek no less from the County. 19 project.
20 We've already sent a letter to the Board of 20 So the City did its own analysis and came to a
21 Supervisors about the issue. 1 have copies here. I'd 21 categorical conclusion that it was feasible in projects
22 like to give them to the Affordable Housing Task Force 22 of excess of ten units to provide twenty percent of those
23 for its consideration as well. In sum and substance, the 23 units that is affordable to low-income people or ten
24 policy as crafted does not further the underlying 24 percent affordable to low-income, very low-income people.
25 obijectives of preserving and expanding affordable housing | 25 MR. KREIMANN: Fifteen seconds.
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1 MR. STEVE CLAIR: I would also then state that 1 to make a comment. You know, we've been extremely
2 the thirty units -- I agree with the previous speaker who 2 patient and we've sat here, listened to all the
3 said that it should be at least the term of the lease, if 3 testimony. I'm asking again to please have some decorum.
4 notin perpetuity. There's no -- why not? That's the 4 The fact that you feel you have more to say -- you've had
5 purpose to be furthered. Double counting the density 5 your three minutes allotted. It's not fair to the other
6 units and the -- and the Mello [phonetic] units. You 6 side either that the speakers that have already spoken,
7 know, both of those laws are intended to advance the 7 they didn't have the benefit of additional time to
8 increase of affordable housing. Allowing a developer to 8 present additional testimony. It's not fair to those
9  count this same unit to satisfy two policies is clearly 9 individuals. So let's get back to the program and let's
10 contrary to the objectives on the palicy that underlies 10 have our next speaker. So, yeah, I'm very disappointed
11 both of those laws. 11 in that outburst. But that's my personal opinion.
12 So, in sum, I urge you to throw out the 12 My next speaker, you've spoken already, haven't
13 existing draft, start over, keeping in mind that the 13 you?
14 affordable housing crisis that exists in this County and 14 MS. KAREN STONE: No, you just called me.
15 the public policies that underiie the law that you are 15 MR. KREIMANN: Dorothy?
16 charged to implement and the clear and unambiguous 16 MS. KAREN STONE: No.
17 language of the law itself. Thank you very much. 17 MR. KREIMANN: Okay, let's call Karen Stone,
18 MR. KREIMANN: Thank you, Mr. Clair. 18 then.
19 [Applause] 19 MS. KAREN STONE: 1 don't know - is this
20 MR. KREIMANN: Qur next speaker, Violetta 20 working?
21 Hudson. Is she here? Okay, we'll move on. Karen 21 MR. KREIMANN: It's working. Go ahead.
22 [phonetic] Stone, please. 22 MS. KAREN STONE: You know, I -- it's been very
23 HELEN GARRIT: [Inaudibie] 23 difficult for all the dtizens in the Marina these past
24 MR. KREIMANN: Helen, I'm not going to do this. | 24 few years, but I think that the senior citizens and for
25 HELEN GARRIT: [Inaudible] ... Supervisors' 25 the elderly it's been really difficult. I mean, I know
Page 82 Page 84
1 intention -- to make the Marino look like downtown 1 how hard it's been on people like me and people in my age
2 Manhattan, but they will preserve this new housing for 2 bracket, but that's what you're seeing. It's very scary.
3 the rich only. A modest one-bedroom apartment will rent 3 So, that's what's going on,
4 for two thousand three hundred dollars 2 month. And I 4 1 came along to talk a little bit about what
5 don't think people can afford that. It's the 5 she was saying. I've lived in the Marina for eighteen
6 Supervisors' job to plan for low-income housing. The 6 years and I want to know why all of you are making -- and
7  public-private joint venture under the Mello [phonetic] 7 LA County is making decisions for our city. The citizens
8 Actis the only just way that the five Supervisars can 8 should be making decisions for our city. And the big
S possibly respond to this housing crisis to offer only 9 problem is, we are not even allowed to vote for the Mayor
10 five percent is disgusting. It's unjust. 10 of LA because we don't live in the City of LA and we
11 MR. KREIMANN: Helen -- 11 don't have our own representation in LA County because LA
12 MS, HELEN GARRIT: The five percent policy 12 -- for the city, because LA County won't allow it. So we
13 being offered clearly demonstrates a supervisorial bias 13 have a huge problem here and it's got to stop. The
14 towards rich developers and rich people who can already 14 citizens of Marina del Rey should be allowed to make the
15 afford to live anywhere. 15 choices for their own city.
16 MR. KREIMANN: Helen -- you've got to preserve 16 And other cities get to make their own choices.
17 - 17 Why can't we? So, I think you're going to see a lot of
18 MS. HELEN GARRIT: The Supervisors are mandated 18 changes. People are really getting tired of it.
19 and required to build affordable housing in such a tight 19 The next thing is I have watched the past few
20 market. The peopie of the Marina want affordable rents 20 vyears all the business owners getting pushed out. It is
21 in their neighborhood. Every person here should demand 21 a known fact that LA County has decided a few years ago
22 the Supervisors reject this draft plan and do their job. 22 that they had no money. And Marina del Rey was the
23 Give us affordable housing in the Marina. 23 biggest money maker for LA County. So they decided to
24 [Applause] 24 gouge all the citizens in the Marina because they need
25 MR. KREIMANN: Thank you. I think — 1'd like 25 money. Well, first of all, I want to know where all our
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1 taxes are, because I know I pay a fortune in faxes. 1 not be allowed to just raise rents to whatever they want
2 And the citizens of Marina del Rey are not LA 2 and force people out.
3 County's mother and father. You know, we were not put on 3 MR. KREIMANN: Thank you.
4 this earth to support the County. LA County is one of 4 MS. KAREN STONE: And it's really serious.
5 the biggest counties in America and if they don't have 5 MR. KREIMANN: Thank you.
& any money, there's a problem. And we deserve to know 6 [Applause]
7 where all of our taxes are going. And it should not be - 7 MR. KREIMANN: Our next speaker is Ted Vance.
B - we should not have to be paying astronomical amounts of 8 FEMALE MEMBER OF AUDIENCE: [Inaudible]
9 rent in this city because LA County has no money. 9 MR. KREIMANN: Ted Vance?
10 1 have just been forced out of my second 10 MALE MEMBER OF AUDIENCE: [Inaudible]
11 apartment in two years because of astronomical rent 11 MR. KREIMANN: Yes,
12 raises. And I would also like to know with all the 12 [Audience member speaking over]
13 problems with Art Stone why the County is allowing them 13 MR. KREIMANN: No, it's Ted Vance or no one.
14 to continue buying - to buy up every single apartment 14 [Inaudible]
15 complex in this city. 15 MR. VANCE [7]: I guess I'm watching this and
16 [Applause] 16 I'd like -
17 If you go to the courthouse, they have over 17 MR. KREIMANN: Can you turn the microphone up,
18 thirty-five hundred lawsuits against them. 1 had to sue 18 please.
15 them; they wouldn't even give me my security deposit 19 MR. VANCE: I'm watching the proceedings here
20 back. Their attitude toward everyone is "sue us.” 20 and I'm interested in how it would be if a developer who
21 Everything they're doing is illegal, immoral, unethical. 21 wants to make a development would do his own feasibility
22 They are raising rents anywhere from five hundred to two 22 study as to whether or not it's feasible to follow the
23 thousand dollars a month and LA County just doesn't care. 23 law. We have rule of law here.
24 But you guys cannot make decisions for our city anymore. 24 [Applause]
25 Because I'l tell you something, everyone is sick of it, 25 This is the United States. We don't ask
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1 really sick of it. 1 developers if they can comply with the law. We tell them
2 [Applause] 2 they will and we check that they do. That's all I have
3 Yeah, I mean, because no one - you're supposed 3 tosay. Thank you. '
4 to be representing the citizens of our city, but no one 4 MR. KREIMANN: Thank you. Cindy Sterrit
5 s 5 [phonetic].
6 [Applause] 6 MS. : Thank you, Mr. Kreimann. 1 think
7 MALE MEMBER OF AUDIENCE: Hear, hear. 7 it's a violation of our free speech if somebody gets up
8 MR. KREIMANN: Fifteen seconds. 8 here and says they want somebody else who may have a
9 MS, KAREN STONE: All right, well - g little more knowledge and has had time to prepare can
10 MR. KREIMANN: Did you make a comment about the | 10 speak for them. I don't think you can deny the person
11 policy? 11 that privilege. Thank you.
12 MS. KAREN STONE: Well, also, we need rent 12 MR. KREIMANN: Hold on.
13 control in this city. 1 want to know why people like 13 [Audience speaking over]
14 Marina Harper and Art Stone can just raise rents on 14 MR. KREIMANN: I think it is that the task
15 people -- I just moved in to Marina Harbor. 1 moved in 15 force has the time -- the task force has the ability to
16 for a couple months, I got a letter: we just want you 1o 16 set rules for the agenda so that everyone can speak just
17 know that when your lease is up, we're going to raise 17 like we do at Regional Planning Commission hearings, as a
18 your rent three hundred dollars. Art Stone's raising 18 ot of you know. In fact, in the Regional Pianning
19 rents nine hundred dollars a month on people. Iwant to 19 Commission hearings we often have the Sheriff to handle
20 know why that's being allowed. There's & problem here. 20 situations where there are outbursts and where people get
21 And yes, we need affordable housing, but we also need 21 up and speak when they're not supposed to. I'm not
22  rent control, because not everyone can pay three thousand 22 advising, but if we do have any further hearings, that
23 doliars for a one-bedroom, four thousand dollars for a 23 might be necessary here. We're trying to run 2 decent
24 two-bedroom. There's a problem. 24 decorum here and give everyone respect.
25 The owners of the apartment complexes should 25 MS. __ : Are you interested in knowing what
Page 87 Page 89
23 (Pages 86 to 89)
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1 the public thinks about this? Or are you simply 1 you proposed a policy, the Board of Supervisors has
2 interested in holding a session so you can say you 2 already had one hearing on that policy, you're having a
3 solicited our input? 3 hearing tonight. There will be environmental review.
E MR. KREIMANN: The next speaker, please. Cindy 4 Sp, again, in comparison to the City, and I do a lot of
5 Sterrit? 5 work in the City, the County is moving quickly and
6 MS. CINDY STERRIT [phonetic]: Hi, I'm Cindy 6 listening to everyone. We appreciate that. We look
7 Sterrit from Latham & Watkins, We're helping Villa 7 forward to continuing as part of this process, but we do
B Venetia, but I also handled the most recent case in the 8 think that in faimess, the responsiveness really needs
9 City of Los Angeles on the Mello [phonetic] Act and 9 to be recognized. Thank you.
10 worked closely with the Legal Aid lawyers that are here. 10 MR. KREIMANN: Thank you very much. I have one
11 I have a different perspective from some of the 11 last speaker, the final speaker. Is there anyone else
12 people that have spoken. I think the County has been 12 that needs to fill out a card that has not spoken?
13 tremendously responsive. Compared to the City, the City 13 Dorothy Franklin? Yes.
14 has had an inland settiement agreement for six years 14 MS. DOROTHY FRANKLIN: I would like to concede
15 coming out of a lawsuit. That interim settlement 15 my time to [inaudible].
16 agreement was written in the year 2000, They have still 16 MR. KREIMANN: 1 can't allow you to do that.
17 not been able to adopt a permanent policy. 17 [Audience speaking over.]
18 The City agreement that was cited here earlier, 18 MR. KREIMANN: What we can do for the balance
19 1 think not very clearly, indicated that they required 19 of our time, then, is we would be more than happy to
20 double the affordability percentages ten and twenty. 20 entertain any questions on the draft policy that we can
21 That's because they reflected what State law was at that 21 clarify for you on -
22 time. The County is accurately reflecting what the 22 FEMALE MEMBER OF AUDIENCE: [Inaudible]
23 density bonus percentages are now. Sacramento made those 23 MR. KREIMANN: I'm not going to take any
24 percentages after a lot of review of what the costs are 24 statements in that the questions please need to refer to
25 of subsidizing affordable units and to what extent they 25 the draft policy. So we'll take about a ten to fifteen
Page 90 Page 92
1 could cause the private sector to create affordable 1 minute Question/Answer.
2 units. 2 FEMALE MEMBER OF AUDIENCE: 1 have a question -
3 The cost of subsidy on the Venice project that 3 - the policy that --
4 we worked on was over a million dollars a unit for on- 4 MR. ____: To the microphone, please.
5 site subsidies. The cost of off-site subsidies even in 8 MR. KREIMANN: Sarry.
6 an affordable housing project is going to be two hundred, 6 MR. ___ : Piease identify yourself.
7 three hundred, four hundred thousand dollars a unit. So 7 CARLA ANDREWS [phonetic]: Carla Andrews. I
8 these are very, very big numbers. The reason we think 8 would ask, you know, number one, the boating community
9 the County's policy is appropriate is that the County 9 has been compartmentalized and separated. They are
10 should think about do we want to spend a million dollars 10 tenants of Marina del Rey and there already exist for
11 a unit with no choice as to whether we should allow a 11 them affordable housing that's been available
12 developer to partner with an affordable housing provider 12 historically throughout all of Marina del Rey. So, I
13 and perhaps provide five or six units off-site instead of 13 think that you should also make sure that since that
14 one unit on-site. We think that's a very appropriate 14 housing is already there, it exists, it meets all of your
15 public policy consideration. 15 criteria for feasibility -- I want to make sure that the
16 Your job, the County's job is the big picture. 16 boating community is addressed in this policy and not put
17 Obviously all the people here, including me, are here 17 aside and underrepresented as they are now.
18 with specific properties in mind. But we think that is 18 MR. KREIMANN: Okay, thank you.
19  an important factor to think about -- how is it going to 19 MS. CARLA ANDREWS: My guestion is -
20 affect the big picture. 20 MR. KREIMANN: Your gquestion.
21 The County has moved very quickly. Concerns 21 MS. CARLA ANDREWS: How will that - how will
22  were expressed, again, by some of the people in this room 22 that be placed in your policy? 1 didn't see much about
23 at project hearings about your policy within the last few 23 it in this new draft,
24 months. You immediately said, okay we're going to change | 24 MR. KREIMANN: Okay, thank you. I believe the
25 our current policy, we're going to adopt a new policy, 25 answer, and maybe Mr. Farnen can amplify.
Page 91 Page 93
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1 MR. FARNEN [Phonetic]: This policy will deal 1 housing policy affects every single person in Marina del
2 strictly with affordable housing. It will not deal with 2 Rey. Ithink a mailing to every single person in Marina
3 voter rights or other Board issues. 3 del Rey is @ minimum requirement.
L MS. CARLA ANDREWS [?]: But it is an important 4 {Applause]
S issue. 5 MR. KREIMANN: Karen, Karen -- last question,
6 MR. FARNEN: It will not be dealt with in this 6 Karen.
7 policy. 7 MS. KAREN STONE: [Inaudible]
8 MR. KREIMANN: Does anybody else have a B MR, KREIMANN: Can you come to the mike,
9 question -- on the policy, please. 9 please?
10 MS, : Hi, thank you very much, Quick 10 MS. KAREN STONE: [Inaudible]
11 question. T just want to know in terms of the public 11 MR. KREIMANN: Hold on, come to the microphone.
12 comment process today, are you going to be preparing a 12 MS. KAREN STONE: Instead of a meeting at five
13 report for the Board of Supervisors that merely reflects 13 o'clock when most people work, can we make it like
14 the comments today, or will you be taking our comments 14 six-thirty when people can get home from work and they
15 back considering revisions to the plan, proposing 15 know about it. Most people are still working at five
16 revisions and then taking them back to the Board? 16 o'clock.
17 MR. KREIMANN: The task force will be taking 17 MR. KREIMANN: Well, I think the reason that we
18 your comments, they will be reviewing them and we will be | 1B have the meeting until eight o'clock is so that we could
19 presenting options to the Board of Supervisors based on 19 include that particular population at this point.
20 vyour comments. Any other questions? Last question. 20 MS. KAREN STONE: Yeah, but what I think what -
21 MS. __ : The last question? 21 - 1think most people, if they don't come near the
22 MR. KREIMANN: That's correct, you're the last 22 beginning, they're not going to show up. At least if you
23 question. 23 could make it six, six-thirty, maybe a little later?
24 MS, ___ : When will we have our workshops? 24 MR. KREIMANN: Okay. We'll take that under
25 And when will you outreach to the rest of this community? | 25 advisement.
Page 94 Page 96
1 It has to be before your ninety days and sooner the 1 MS. KAREN STONE: For all the workers.
2 better so that people have time. 2 MR. KREIMANN: Thank you.
3 MR, KREIMANN: Thank you. Thank you. 3 MS. KAREN STONE: Okay, thank you.
4 [Applause] 4 MR. KREIMANN: I want to thank everyone for
5 MR. KREIMANN: My previous answer hasn't 5 coming.
6 changed. The answer is that we have a deadline to meet. 6 FEMALE MEMBER OF AUDIENCE: [Inaudible]
7 The input that we have -- that you have provided today 7 MR. KREIMANN: Yes. Yes. Do we have —? You
8 will be considered. We'll put a report together. We do B know what I've done, is we put it -- there's a sheet of
9 not plan on having any workshops. 9 paper on the table over there that has my information, so
10 FEMALE MEMBER OF AUDIENCE: [Inaudible] 10 you can just as you exit, you can go ahead and pick it
11 MR. KREIMANN: We'll be sensitive to your 11 up.
12 issues -- thank you. 12 MR. ____ [from the stage]: I emphasize that
13 MR. ____ [from the stage]: Santos, we're going 13 you let Santos know if you want to know the date of the
14 to provide a copy of our report to the Board of 14  public hearing before the Board of Supervisors, let us
15 Supervisors in what, two weeks in advance of the meeting | 15 know so we can get you a copy of the report. Okay,
16 and we'll do our best to ensure that the community is 16 please grab the information on the side table. We want
17 advised as to what that hearing date is. It'll be on the 17 to make sure you have that in your hands so that if you
18 Beaches and Harbors website, I promise we will post 18 have an interest, you can appear before the Board. Thank
19 notice here at the library and our Beaches and Harbors 19 you.
20 headquarters. We'll make sure that The Argonaut 20 MR. KREIMANN: Yeah, I do have the speaker
21 publishes that. We'll do a direct mailing list if anyone 21 cards, but a lot of these do not have addresses, so I
22 wants to give me -- give Santos their card, we'll be 22 will be sending out whoever has the speaker card with the
23 happy to provide that report to them in advance of the 23 complete information, will get the policy -- the repart.
24 meeting. 24 Thank you for attending. We appreciate your comments.
25 FEMALE MEMBER OF AUDIENCE: Excuse me, this 25 Thank you very much.
Page 95 Page 97
25 (Pages 94 to 97)
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Supervisor Gloria Molina

Supervisor Yvonne Burke

Supervisor Zev Yaroslavsky

Supervisor Don Knabe

Supervisor Michael Antonovich

856 Kenneth Hahn Hall of Administration
500 W. Temple Street

Los Angeles, CA 90012

Re: Comments Re: Proposed Marina Del Rey Affordable Housing Policy
Dear Honorable Supervisors:

The Legal Aid Foundation of Los Angeles (LAFLA) submits this letter on behalf of its
client, People Organized for Westside Renewal (POWER) and its colleague, the Western Center
on Law & Poverty (WCLP), regarding the County’s June 22, 2006 proposed Marina Affordable
Housing Policy.

On April 3, 2006, we submitted a letter outlining the various legal problems with the
County’s existing Marina Affordable Housing Policy. As noted in that letter, LAFLA, WCLP
and POWER are intimately familiar with the Mello Act (Gov't Code § 65590). In 1993, WCLP
and the Legal Aid Foundation of Long Beach (now part of LAFLA) filed a lawsuit against the
City of Los Angeles, alleging that the City failed to comply with its affordable housing
obligations under the Mello Act. (Venice Town Council, et al. v. City of Los Angeles, L.A.
Super. Ct. No BC089678.) That suit resulted in a published opinion in our favor (47 Cal. App.4"
1547). The City of Los Angeles ultimately entered into a Settlement Agreement with LAFLA
and WCLP in 2001 and adopted Interim Administrative Procedures for complying with the Mello
Act, which currently govern the City’s Mello Act compliance process.




Although the County’s proposed Marina Affordable Housing Policy addresses some of
the issues we raised in our April 3, 2006 letter, many issues remain unresolved and new issues
have presented themselves. This letter sets forth our concerns with the proposed new Policy.

Replacement Housing

1. Exemptions from Replacement Housing. The Mello Act requires the replacement of
low and moderate-income units converted or demolished in the coastal zone.. The Mello Act
does not provide exceptions from this requirement. Accordingly, the proposed Policy improperly
exempts the following categories from the Mello Act’s replacement housing obligations:
(a) resident managers;
(b) sub-lessees;
(¢) students whose parents claim them as dependents, or whose parents guarantee the
rent, even if the students are paying the rent themselves; and
(d) units that are vacant as early on in the process as commencement of term sheet
negotiations.

2. Method of Determining Household Income. The Mello Act provides, “[i]n the event
that an existing residential dwelling unit is occupied by more than one person or family, the
provisions of this subdivision shall apply if at least one such person or family, excluding
dependents thereof, is of low or moderate income.” Cal. Gov't Code Sec. 65590(b) (emphasis
added).

Pursuant to the Mello Act, the County must obtain current tenant income information to
determine the number of replacement units required. However, the proposed Policy improperly
allows the County to compare the actual monthly rent with an affordable monthly rental rate if a
tenant fails to provide income information. This is not permissible under the Mello Act, as the
Mello Act requires examination of tenant incomes, not rental rates. Moreover, it appears that the
proposed Policy makes conclusions regarding the incomes of tenants living in units based upon
monthly rental rates without giving consideration to the number of tenants living in a unit. This
is problematic, as tenants may be "doubled-up" or overcrowded in a unit to afford the monthly
rental rate. According to the County’s Housing Element, the County had the second highest
percentage of low income renters living in overcrowded or doubled-up housing conditions in
1995 (35%). This number has likely increased over the last 11 years. Looking only at monthly
rental rates, therefore, without considering the number of tenants in a unit, does not provide
sufficient information.

3. Roommate Independence. The proposed Policy requires roommates to be unrelated and
financially independent of each other in order for their incomes to be assessed separately. This
requirement is overly broad. For example, siblings who are financially independent of each
other would be treated as a family unit under the Policy. The Policy is also overly broad in that it
does not allow roommates to share a bank account or own real property together. Roommates
may be financially independent, yet own property or share a bank account related to that

property.




4, Replacement Bedrooms. Under the proposed Policy, a developer is allowed to replace
low and moderate income bedrooms, on a one-for-one basis, as opposed to replacing low and
moderate income units on a one-for one basis. This contravenes the Mello Act, which provides:
“[t]he conversion or demolition of existing residential dwelling units occupied by persons and
families of low or moderate income . . . shall not be authorized unless provision has been made
for the replacement of those dwelling units. . . . In the event that an existing residential dwelling
unit 1s occupied by more than one person or family, the provisions of this subdivision shall apply
if at least one such person or family, excluding dependents thereof, is of low or moderate
income.” Gov’'t Code Sec. 65590(b) (emphasis added). Accordingly, under the Mello Act, if one
roommate is of low or moderate-income, the entire unit, including all bedrooms, should be
replaced. (Similarly, developers should not be allowed to replace two 1-bedroom units with one
2-bedroom unit. It is unclear whether the proposed Policy would allow for this.)

3. Duration of Affordability. The proposed Policy requires affordable replacement units to
be affordable for at least 30 years. Because the County renegotiates its ground leases during a
relatively short time period, most affordable units in the Marina are therefore likely to disappear
at the same time. The loss of such a great number of affordable units is likely to violate the
County's Housing Element and its Regional Housing Needs Assessment (RHNA) requirements.
Accordingly, we recommend that the County require affordable units to be maintained as
affordable for the term of its ground leases.

6. Like-for-Like Replacement. The proposed Policy allows a developer to replace all
existing affordable units (very low, low and moderate income units) with moderate income units.
This is not supported by the Mello Act, which requires that replacement units be targeted to the
same income level as the units lost to demolition or conversion. The Mello Act provides, “[t]he
conversion or demolition of existing residential units occupied by persons and families of low or
moderate income . . . shall not be authorized unless provision has been made for replacement of
those dwelling units with units for persons and families of low or moderate income.” Cal. Gov’t
Code Sec. 65590(b) (emphasis added). Accordingly, replacement units should be targeted to the
income level of the tenants who resided in the units that were lost.

7 Location. The location requirement under the proposed Policy allows developers to
provide replacement units either on-site or elsewhere within the coastal zone. It would be
preferable for the County to require that replacement units be located on-site unless it is
infeasible to do so.

It has come to our attention that some Marina developers have proposed to designate one
or more sites in the Marina as locations for all affordable units that are required pursuant to the
Mello Act. This proposal would violate the Mello Act. It also raises fair housing concems, as
this proposal would ghettoize and stigmatize the affordable units.

8. Rehabilitation. The proposed Policy allows off-site units to be either new construction or
rehabilitation of existing units. The Mello Act, however, does not allow for rehabilitation of
existing units, as rehabilitation does not create net, new units. The County, accordingly, may not
allow for rehabilitation of units in its Policy. Rehabilitation, moreover, is not sound policy, as
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rehabilitation is cheaper than new construction, thereby providing developers with an incentive
to build off-site. According to the County’s Housing Element, new construction may cost up to
as much as eight times more than rehabilitation.

Inclusionary Housing

9. Feasibility Standard. The Mello Act states, “[n]ew housing developments constructed
within the coastal zone shall, where feasible, provide housing units for persons and families of
low or moderate income.” Cal Gov't Code Sec. 65590(d). This means that if it is feasible to
provide housing for persons and families of low or moderate income at a new housing
development in the coastal zone, such housing must be provided. In applying the Mello Act’s
inclusionary requirement the County must make a determination as to the number of affordable
units that may feasibly be provided at such a project and then require that the project provide that
number of affordable units.

Based on discussions with County Counsel, it appears that the County has adopted the
position that “any feasible amount” of housing will satisfy the Mello Act’s inclusionary
obligation. Under this interpretation, if a 100 unit project could feasibly include 10 units of
affordable housing, the County could require the developer to provide only 1 unit of affordable
housing, because any number between 0 and 10 would be “feasible.” This interpretation simply
does not square with a plain reading of the statute, which again requires that if it is feasible to
provide housing for persons and families of low or moderate income at a new housing
development in the coastal zone, such units must be provided.

In addition to meeting Mello Act requirements, the County is also obligated to satisfy its
obligations under the Housing Element of its General Plan. The County’s Housing Element Goal
1 is to promote “(a) wide range of housing types in sufficient quantity to meet the needs of
current and future residents, particularly persons and households with special needs, including
but not limited to lower-income households, senior citizens, and the homeless.” Goal 2 in the
~ Housing Element is to promote ‘‘(a) housing supply that ranges broadly enough in price and rent
to enable all households regardless of income, to secure adequate housing.” The County is well
behind in meeting these obligations. If the County appropriately requires Marina developers to
comply with the Mello Act’s inclusionary housing obligations, it will greatly assist the County in
satisfving its Housing Element obligations to produce affordable housing.

10.  Method of Calculating Inclusionary Obligation, Under the proposed Policy, the
inclusionary housing unit calculation is based upon the net increase in the size of the new
development. This method of calculation is not supported by the Mello Act. The Mello Act
anticipates that developers will provide affordable inclusionary units based upon total
development size. The Mello Act provides, "[n]ew housing developments constructed within the
coastal zone shall, where feasible; provide housing units for persons and families of low or
moderate income." Gov't Code Sec. 65590(d). The Mello Act does not support subtracting the
number of existing units from the number of new units to calculate a developer's inclusionary
obligation. Under the proposed Policy’s method of calculating inclusionary units, developers



could circumvent their entire inclusionary housing obligation by simply constructing new
developments the same size as existing developments.

11. Reduced Inclusionary Requirement. We know from our experience in the City of Los
Angeles and the project developments we have worked on in the County that 10% on-site
inclusionary units at very low-income is generally feasible, where very low-income is defined as
50% of area median income. The County's current Policy requires 10% inclusionary units at
low-income, where low is defined as 60% of area median income. The  County's  proposed
Policy is a huge step backward in terms of providing affordable inclusionary units, as it retreats
from 10% at low defined as 60% of area median income, to 5% at very-low defined as 50% of
area median income. The County, therefore, has cut in half the number of inclusionary units that
must be provided and has lowered the income targeting by only 10%. Notably, the County has
provided absolutely no reasoning or analysis whatsoever to explain its decision to cut in half
Mello inclusionary obligations. When this reduced inclusionary requirement of only 5% is
coupled with County's proposal to deduct the number of existing units from the number of newly
created units, developer obligations to provide affordable housing in the coastal zone are entirely
insufficient.

12, Density Bonus Impact. The proposed Policy allows a developer to calculate its
inclusionary obligation based upon the pre-density bonus number of units in a development.
This is impermissible under the Mello Act. If the County requires developers to include a
percent of new units as inclusionary Mello units, density bonus units cannot be deducted from
total development size before calculating the number of Mello inclusionary units. Mello units,
accordingly, should be calculated based upon the post-density bonus size of a development.

13. Artificial Regulation of Inclusionary Obligation. The County’s reductions in Mello
inclusionary requirements, as discussed in numbers 9-12 above, simply act as an artificial
regulation of the number of affordable units that a developer could feasibly provide under the
Mello Act’s inclusionary obligation. Pursuant to the County’s artificial regulation of
inclusionary units, a hypothetical 100 unit project, which could feasibly provide 10 units of
affordable housing under the County’s current Policy, will only have to provide 2.5 units under
the proposed Policy (given a 5% inclusionary requirement, a 25% density bonus reduction and a
25% reduction based on 25 pre-existing units). An application of the County’s proposed Policy,
accordingly, is likely to yield projects that satisfy neither the Mello Act nor the County’s RHNA
allocation.

14. Rehabilitation. As with the replacement units, the proposed Policy allows developers to
provide inclusionary units off-site through new construction or rehabilitation. As noted in the
replacement discussion above, rehabilitation does not create net, new units, so it is impermissible
under the Mello Act. Rehabilitation, moreover, is cheaper than new construction, so it gives
developers an incentive to build affordable units off-site.

15. Duration of Affordability. The proposed Policy requires that affordable inclusionary units
remain affordable for only 30 years. For the reasons stated above in the replacement discussion,
affordable units should remain affordable for the duration of ground leases.
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Feasibility Analysis for Replacement and Inclusionary Housing Units

16.  Methodology, Threshold and Cap Rate. The proposed Policy fails to provide adequate
factors to determine feasibility. First, although reference is made to an estimate of the
developer’s return, the proposed Policy does not specify what methodology should be used to
measure the return. Second, the proposed Policy fails to set forth a threshold level for the return
along with a rationale explaining why this is the minimum level demanded in the market.
Finally, although the proposed Policy allows for an adjustment of up to 200 basis points from the
capitalization rate for apartment sales, the proposal provides no grounds for selecting any
particular number between 0 and 200.

17.  Rent Adjustments. Under the proposed Policy, rent adjustments for inclusionary units
are subject to negotiation on a case-by-case basis with the County. The Policy, however,
provides no details regarding such adjustments. The County should set forth its rent adjustment
policy with sufficient detail in its proposed Policy.

Additional Provision

18.  Rental vs. Ownership Units. The proposed Policy allows developers to satisfy their
replacement and inclusionary Mello obligations by providing rental units, irrespective of whether
the new development is comprised of rental units, ownership units or a mix of both types of
units. This is problematic for a variety of reasons. First, it is cheaper for developers to build
and subsidize rental units than ownership units. This creates an incentive for developers to build
affordable rentals. If developers opt to build affordable rentals in a building with ownership
units, developers should be required to provide additional affordable units as a result of the

reduced cost.

Second, if affordable rentals are provided in a building with ownership units, the
affordable units and the tenants residing in them are likely to be stigmatized. Third, the purpose
of the Mello Act is to prevent gentrification of the coastal zone. It violates both the intent and
spirit of the Mello Act for developers to provide cheaper and inferior units for low and moderate
income households. Finally, low and moderate income households should be provided with

qual opportunities to obtain ownership units in the coastal zone.

Sincerely, —\2/\ \R A (59)

Deanna R. Kitamura

Attorney at Law Attorney at Law
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April 3, 2006

Supervisor Gloria Molina

Supervisor Yvonne Burke

Supervisor Zev Yaroslavsky

Supervisor Don Knabe

Supervisor Michael Antonovich

856 Kenneth Hahn Hall of Administration
500 W. Temple Street

Los Angeles, CA 90012

Wayne Rew, Chair

Pat Modugno, Vice Chair

Esther L. Valadez, Commissioner
Leslie G Bellamy, Commissioner
Harold V, Helsley, Commissioner
Regional Planning Commission
170 Hall of Records

320 W. Temple Street

Los Angeles, CA 90012

County Counsel
County of Los Angeles
500 W. Temple Street
Los Angeles, CA 90012

Re: Legality of Marina Del Rey Affordable Housing Policy

Dear Honorable Supervisors, Commissioners and County Counsel:

The Legal Aid Foundation of Los Angeles (LAFLA) and Western Center on Law &
Poverty (WCLP) submit this letter on behalf of People Organized for Westside
Renewal (POWER) regarding the County’s Marina del Rey Affordable Housing
Policy and Policy Analysis (the “Policy”). On its face and as applied, the Policy
violates the Mello Act’s replacement and inclusionary housing provisions set out in
Government Code §65590. In addition, the County’s practice of segregating set-
aside affordable units by age violates both the Mello Act and state and federal
housing law. We have shared these concerns with County counsel and County staff
and have been informed that the County plans to form a Mello policy task force and
revisé the Policy in the next six to twelve months. However, we are concerned that
the County will approve developments and renegotiate ground leases in the interim
prior to any change in the current illegal Policy and practices. Accordingly, we write
to urge the County to cease any such project approvals and ground lease negotiations
until its Policy is brought into compliance with the law.
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LAFLA, WCLP and POWER are intimately familiar with the Mello Act (Gov’t Code § 65590).
In 1993, WCLP and the Legal Aid Foundation of Long Beach (now part of LAFLA) filed a
lawsuit against the City of Los Angeles, alleging that the City failed to comply with its
affordable housing obligations under the Mello Act. (Venice Town Council, et al. v. City of Los
Angeles, L.A. Super. Ct. No BC089678.) That suit resulted in a published opinion in our favor
(47 Cal. App.4™ 1547). The City of Los Angeles ultimately entered into a Settlement Agreement
with LAFLA and WCLP in 2001 and adopted Interim Administrative Procedures for complying
with the Mello Act, which currently govern the City’s Mello Act compliance process.

In the last two years, LAFLA, WCLP and POWER have been actively involved in Mello Act
cases in which developers have appealed the requirement to provide affordable units. In each -
instance, the outcome has been either on-site or off-site provision of affordable units. One case in
particular involved a proposed 298 unit development in the Marina del Rey submarket. In that
case, the developer (Trammell Crow Residential) agreed to include 24 on-site very low-income
apartment units or 27 on-site very low-income condominium units, despite the fact that the
developer had the additional expense of creating a $5 million access road and did not take
advantage of a density bonus or other incentives.

1. The County Policy Fails to Meet Mello Act Requirements Regarding the
Replacement of Affordable Units that are Converted or Demolished in the Coastal
Zone.

The Mello Act prohibits the authorization of conversion or demolition of existing residential
units “occupied by persons and families of low or moderate income™ unless provision has been
made for the replacement of those dwelling units.” Gov’t Code 65590(b). The Mello Act
provides, “[r]eplacement dwelling units shall be located within the same city or county as the
dwelling units proposed to be.converted or demolished. The replacement dwelling units shall be
located on the site of the converted or demolished structure or elsewhere within the coastal zone
if feasible, or, if location on the site or elsewhere within the coastal zone is not feasible, they
shall be located within three miles of the coastal zone. The replacement dwelling units shall be
provided and available for use within three years from the date upon which work commenced on
the conversion or demolition of the residential dwelling unit.” Id. Moreover, replacement units
must be net, new units. See Venice Town Council, 47 Cal. App. 4th at 1553.

The County’s Policy violates the Mello Act’s replacement housing obligations in a number of
ways. First, on its face, the Policy contains no provisions to ensure that these replacement
obligations are followed. In order to satisfy state law, the County’s must ensure that the
developers build replacement units in compliance with the Mello Act.
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Second, the recent case of Del Rey Shores illustrates that the County’s practice does not include
a determination as to whether persons and families of low or moderate income reside in existing
developments, The Regional Planning staff report regarding the project contains no discussion of
the household income of current project residents. County planning staff testified at a January
25, 2006 Regional Planning Commission hearing regarding the project that the County had
examined rent levels, but not tenant incomes at the project. Accordingly, it appears the County
does not require developers or staff to examine existing tenant incomes when a developer
proposes conversion or demolition of residential units. As a result, the County cannot meet its
obligation under the Mello Act to require replacement units when units occupied by low or
moderate income persons or families are proposed for demolition or conversion.

To comply with the Mello Act, the County should not approve demolition or conversion of any
units currently located in the Marina without first determining whether any of these households
are of low or moderate-income. If the County finds that units proposed for demolition or
conversion are occupied by families of low or moderate income, the County should require
developers to submit a plan for properly replacing those units before issuing any project
approvals.

IT. The County Policy Violates the Mello Act by Allowing Developers to Pay In-
lieu Fees for Inclusionary Units When It Is Feasible to Provide Affordable
'Units On or Off-site.

The Mello Act provides: “New housing developments constructed within the coastal zone shall,
where feasible, provide housing units for persons and families of low or moderate income . . . .”
Gov't Code Sec. 65590(d) (emphasis added). Thus, if it is feasible for a developer to provide
any inclusionary units, the developer must do so.

This provision of the statute does not have an exception permitting developers to pay a fee in-
lieu of providing the affordable units. When the Legislature wanted to create an in-lieu
exception, it knew how to do so.

The Mello Act specifically contemplates in-lieu fees for replacement units. Gov’t Code §
65590(b) and (b)(4). However, the Mello Act contains no provision regarding in-lieu fees for
inclusionary units. Accordingly, in-lieu fees may not be paid for inclusionary units under the
Mello Act unless it is infeasible for a developer to provide any affordable units, either on or off-
site.

The County Policy, by contrast, allows developers to pay in-lieu fees for inclusionary units when
provision of some affordable units on or off-site is feasible. '
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In the event that on-site affordable units are infeasible, the Mello Act provides that “the local
government shall require the developer to provide such housing, if feasible to do so, at another
location within the same city or county, either within the coastal zone or within three miles
thereof.” The County’s Policy fails to require an analysis of whether off-site provision is feasible
and instead simply allows a developer to request an in-lieu fee. The County’s Policy is
additionally troublesome because the Policy does not require the County to spend the in-lieu fees
within the coastal zone or within three miles of the coastal zone. The Policy allows the County
to spend the Mello Act fees far outside the coastal zone in unincorporated areas of the County.

Thus, the County Policy violates the Mello Act by allowing in-lieu fees for inclusionary units
_ where it is feasible for a developer to provide affordable units on or off-site and by failing to
require an analysis of whether off-site provision of units is feasible when on-site provision is
infeasible.

1. The County’s In-lieu Fees Are Set At A Rate That Does Not Meet the Mello
Act’s Requirement to Create Net, New Units.

A. In-Lieu Fee for Replacement Units.

As noted above, the Mello Act allows for in-lieu fees for replacement units. Assuming the
County’s currently existing in-lieu fee for inclusionary units also applies to replacement units,
the County’s fee is set far too low to comply with the Mello Act’s requirement that the in-lieu fee
“will result in the replacement of the number of dwelling units which would otherwise have been
required . . ..” Gov't Code § 65590(b)(4).

The County’s fee schedule is set far too low because the County has: (1) improperly based the
fee on a per unit “gap”; (2) improperly estimated land costs outside of the coastal zone; and (3)
adopted an inadequate index for annual adjustments '

The County erred in calculating the benefits of its proposed in-lieu fee in combination with other
funding sources. In-lieu fees in and of themselves should be sufficient to create an entire
affordable umnit as opposed to filling “the gap” not covered by other funding sources. A study
commissioned by the City of Los Angeles regarding the Mello Act estimated that the total in-lieu
fee subsidy required for a low-income unit in the coastal area at about $215,000." The County’s
Policy indicates that it reduced its in-lien fee by assuming the existence of additional funding
sources available for off-site developments. However, this assumption is flawed for two reasons.
First, the Mello Act requires that replacement units be located on-site or within the coastal zone
if feasible or, if this is not feasible, then within three miles of the coastal zone. Because the
County does not have a program to build affordable units within the geographic area set out in

| This figure is too low because the data on which it is based is outdated. Development and land costs have risen
dramatically in the last few years.
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the Mello Act, the County cannot assume in-lieu fees will be used appropriately for replacement
nnits. Second, the County’s Policy states that state tax-exempt bond funding and state and
federal tax credits are finite and that both programs are allocated on a competitive basis.
Therefore, if the County or a non-profit developer obtains tax-exempt bond funding or tax
credits, another affordable housing project that applied will not receive funding. The County’s
Policy of merely filling the gap thus leads to a reduction in the amount of affordable housing
created.

As noted above, the Mello Act requires that replacement units be located on-site or elsewhere
within the coastal zone if feasible. If not feasible, replacement units can be located within three
miles of the coastal zone. The County’s Policy regarding the in-lieu fee, however, ignores the
Mello Act’s preference that the replacement unit be located on-site or elsewhere within the
coastal zone. Instead, the County adopted a 20% downward adjustment of land cost with the
assumption that off-site units will be built within three miles of the coastal zone. This downward
adjustment is not supported by the background information provided in Exhibit 2 of the County’s
Policy and violates the Mello Act’s replacement provisions. Moreover, the County cannot
assume any affordable units will be built within three miles of the coastal zone without verifying
that land is available within that radius.

Accordlng to the County’s Policy, the County calculated the fee for year 2002 and must adJust
the fee in accordance with the Consumer Price Index (CPI) for this area. The CPI is an
inadequate index with regard to construction and land costs, The County’s consultant estimated
a $48 per square foot cost for 2002. However, we know from the City’s consultant that total
development cost for 2005 was more than twice the CPI increase. By linking the in-lieu fee to
an inadequate index, the County further deflates an already inadequate fee.

B. In-Lien Fee Where No Inclusionary Units Are Feasible.

As noted above, an in-lieu fee is not allowed unless a developer shows that it is infeasible to
include even one affordable unit on or off-site. In the case that a developer shows that no
affordable units are feasible on or off-site, the developer should pay an in-lieu fee comparable to
the fraction of the unit that is feasible. For the reasons set out above, however, the County’s
existing in-lieu fee schedule is too low.

Iv. The County’s Policy Relies on Flawed Methodology to Reach Erroneous
Conclusions about the Feasibility of Mello Act Compliance.

After careful review of the County’s Policy, it is evident that the Policy should be revised using
alternative methodologies and thresholds.
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A. Measuring Returns and Choosing Thresholds

The County Policy measures feasibility of apartment projects using net operating income dJVlded
by total development cost (NOVTDC). This measure provides only a partial picture of the
developer’s return—a picture of the current operating return. In fact, investors also rely in part on
returns to be gained by the increasing value of their projects above the cost of developing them—
value received whether at actual sale or as an asset onto which they hold. The conventional way
of assessing return on an apartment development is to undertake a two step analysis:

* to value the structure as if it were being sold, based on its current income and the
capitalization rate that reflects the market’s assessment of the value of the income stream it
will produce over time, or
Value= NOI/Cap Rate

* o assess profitability in terms of that Value relative to the costs of development

The best mechanism for undertaking the second step is to evaluate Internal Rate of Return (IRR),
in order to measure the return on what the developer actually invests (equity) as distinct from the
construction loan. This is the methodology that was used by the Los Angeles Housing
Department in its evaluation of Mello Act compliance at the Trammell Crow Rbmdentlal
development in the Marina del Rey submarket.

For any measure, the threshold level employed is key. The County’s threshold level is far too
high for the measure it uses, producing much higher retuin thresholds than we know developers
are seeking. The County uses a 10% to 10. 5+% threshold level for its NOI/TDC measure.
Applying a reasonable capitalization rate of 0. 07* and some algebra, the County’s threshold level
of 10% equals an Internal Rate of Return between 32% and 66% depending on whether it takes
two or four years from investment to sale or valuation.” This is nearly two to nearly four times
as high as the 18% level that is in the middle of the consensus range of 15% - 20% for the
threshold for that measure.

B. County Leasing Rates

The County’s Policy requires the County to consider a reduction in County rent of less than 53%
where affordable units are proposed. The Policy states that the County would be making an
economically indefensible decision if it were to allow a reduction of 53% or more. However,
nothing scientific leads to this presumption. In fact, according to Exhibit 2 of the Policy, the
County has accepted lower lease rates in the past. And we know from our experience

? Capitalization rates in West Los Angeles, according to HR&A appendices and other sources, currently range from
under 0.05 to 0.064.

This assumes (1) two to four years from investment to sale or vahiation and (2) construction financing for 70% of
total development cost
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with the Del Rey Shores project that fairly small changes in the low-end leasing rate can make a
project with on-site affordable units feasible. Because of the important goal of creating
affordable units, the County should accept lease rates below 53% as it has done so for other
projects.

& Density Bonus

The County’s Policy properly identifies the state’s density bonus law as a means to mitigate the
cost of providing affordable units on-site. In the past two years, the state’s density bonus law has
been amended so that developers can more easily receive a density bonus. As the law now reads,
developérs are entitled to a density bonus when they reserve as little as 5% very low-income
units in their projects. Gov't Code §65915. Although the County’s Policy acknowledges the
mitigating nature of a density bonus, it summarily concludes that construction costs would likely
counter any benefit of adding the density bonus units. In essence, the County incorrectly
presumes, in all cases, that a developer cammot take advantage of a density bonus. This
presumption is improper, as developers must provide engineering reports to support such an
allegation.

Y The County’s Pattern and Practice of Discrimination Violate the Mello Act
and Federal and State Law.

The County’s Policy expressly acknowledges that the intent of the Mello Act is to provide
housing for all types of households and explains that the Policy’s requirement of a broad unit mix
is to effectuate the Mello Act’s intent and to provide housing for a broad range of households
types: “. . .one, two and three bedroom units will be made available as low-income housing,
extending the benefits of affordable housing to families as well as to individuals and the senior
segment of the population.” (Policy, fn. 3, p. 5). However, based on our experience with the
Capri project, we believe that the County has had an unwritten policy requiring that all
affordable units in the Marina be restricted for seniors only. Such a practice violates the Mello
Act, which requires that new housing developments in the coastal zone provide “housing units
for persons and families of low or moderate income.” (Gov’t Code. § 65590) (emphasis added).
Senior-only affordable housing does not satisfy this requirement.

Federal and State law prohibit discrimination based on age and familjal status in buildings that
do not meet the legal standards for senior housing. Title 24 CFR Sec. 100.305 and Title 24 CFR
Sec. 100.303 define senior housing as buildings in which 80% of units in a building are reserved
for individuals over age 55 or buildings in which 100% of the units in are reserved for
individuals over age 62. Developments which reserve only 10% of units for individuals over age
62 do not qualify as senior housing under the federal standards. Accordingly, the County’s
practice violates the Mello Act and the laws prohibiting discrimination.
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V1. Conclusion

We appreciate that the County has recently recognized that legitimate issues have been raised
regarding the legality of the County’s Policy. We also appreciate that the County plans to
undertake a review of its Policy. However, because the existing Policy does not comply with the
Mello Act, the County should take the additional step of refraining from approving any further
developments until such time as the County adopts a policy that is compliant with the Mello Act.
Moreover, because ground lease terms affect a developer’s ability to include affordable units, all
ground lease negotiations should cease as well until such time as the County adopts a Policy that
complies with the Mello Act.

Please advise us by April 24, 2006, whether the County will immediately agree to cease all
development approvals and ground lease negotiations until it adopts a Policy that complies with
the Mello Act. If the County does not agree to this, we will pursue legal remedies to ensure that
the County does not continue to violate the law.

Sincerely,
o/ﬂmm /{ A Wa
Susanne Browne Deanna R. Kitamura
Attorney-at-Law Attorney-at-Law
Legal Aid Foundation of Los Angeles Western Center on Law & Poverty

ce:  Nicole Englund, Supervisor Gloria Molina’s Office
Rick Velasquez, Supervisor Don Knabe’s Office
Larry Hafetz, Office of the County Counsel
Thomas Faughnan, Office of the County Counsel
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Re: Proposed Mello Act Policy for County of Los Angeles

Dear Mr. Kreimann;

On behalf of Lyon Capital Ventures (“Lyon”), which is currently negotiating a term sheet
with the County for the Villa Venetia project, we would like to take this opportunity to
supplement our memos of May 25, 2006 and June 20, 2006 (attached) and our testimony at the
August 1, 2006 Board of Supervisors hearing and September 7, 2006 Mello Act Policy Task
Force workshop. We understand that you are in the process of identifying and evaluating
potential revisions to the draft proposed Mello Act policy released by the Task Force earlier this
year (“Draft Policy™), and we submit the following comments and observations for your
consideration. )

The Marina is a Unique Economic and Coastal Resource, with Unigue Challenges for

Redevelopment. The Marina generates substantial revenues for the County that are used for
public benefit programs. The Marina is also a public recreational resource protected under the
Coastal Act. It includes some of the most expensive and difficult to develop land within the
County. Redevelopment is subject to a number of development regulations and constraints, both
legal and political, and approvals can take several years to obtain. A Marina development
project often involves many months of negotiations related to the term sheet, option, and lease
agreements. In addition, multiple lease- and entitlements-related hearings can be required before
such bodies as the Small Craft Harbor Commission, Design Control Review Board, Regional
Planning Commission, Board of Supervisors and the California Coastal Commission. Even with
comprehensive outreach efforts, community opposition is not uncommon. These factors push
the limits of feasibility for redeveloping the Marina, even without taking into account affordable
housing obligations. '

The City of Los Angeles Has Recognized that Creating New Rental Housing in the

Coastal Zone is Categorically Infeasible. Earlier this week, the City of Los Angeles released a

draft ordinance to replace its outdated Interim Administrative Procedures for Implementing the
Mello Act. (See attached Draft City Ordinance). The Draft City Ordinance recognizes that
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increasing construction costs and demand for ownership housing has contributed to the
categorical infeasibility of creating new rental housing within the coastal zone:

“The consultant found that none of the apartment prototypes—
large or small—were financially feasible in the base case. Since
even 100 percent market-rate rental projects are infeasible,
requiring them to provide affordable units or pay an in-lieu fee
would make them even more infeasible than [sic] they already are.
Basically, HR&A found that the very strong demand for ownership
housing in the Coastal Zone has bid up the price of land beyond
what the typical apartment developer can afford to pay. HR&A’s
finding is consistent with recent data showing that most multi-
family housing construction in the Coastal Zone is for ownership
units, and that many developers initially pulling permits for
apartments do so intending to sell them as condominiums.” (City
of LA Staff Report, Proposed Mello Act Ordinance, October 2006,
at 18).

The County Should Consider Provisions Included in the City's Proposed Draft City
Ordinance, Which Allows In Lieu Fees and Off-Site Compliance “By Right”. Based on a

number of considerations, many of which also have been raised in the County record, the
proposed Draft City Ordinance gives developers the option of providing the required units on-
site, paying in lieu fees, or providing the required units off-site anywhere in the coastal zone or
within three miles. We agree with the City of Los Angeles staff’s observations about these
important tools for compliance:

In lieu fees: “in-lieu fees are particularly advantageous: they
provide a reliable source of local funds that can be matched 3:1 to
obtain state and federal affordable housing money.” (City of LA
Staff Report, Proposed Mello Act Ordinance, October 2006, at 23).

Off-site alternatives: “since it is so difficult to anticipate where
future development opportunities may arise, such flexibility is
necessary to maximize the number of affordable units that can be
provided under the Mello Act Ordinance. On the other hand, given
the policy interest in ensuring that such units are not concentrated
in one area, the proposed ordinance allows a more restrictive
geographic standard to be imposed on a case-by-case basis.” (City
of LA Staff Report, Proposed Mello Act Ordinance, October 2006,
at 23).

Potential off-site alternatives under the City’s proposed ordinance include new construction,
adaptive reuse of non-residential buildings, purchase and rehabilitation of existing residential
buildings, and purchase of existing Market-rate residential units.

LAM643222.2
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The County’s 2002 Mello Act policy recognized the challenges associated with
development within the coastal zone, and created a program for developers to pay in lieu fees to
create affordable housing. As we have noted before, such programs are used successfully in
other jurisdictions. We continue to believe that such an altemative achieves the objectives of
maximizing Marina revenues and creating certainty for developers, while still complying with
the Mello Act. In lieu fees — coupled with a mechanism to ensure that the funding is used to
build affordable housing — should be available. Similarly, we believe that off-site altematives
should be available. As indicated in previous correspondence, allowing for-profit developers to
work with non-profit developers can result in more affordable housing units with on-site
amenities that are geared towards residents, like playground equipment and computer rooms.
These options, which may soon be available to City residents, should be available within the
County as well.

Social Factors Justify Allowing In Lieu Fees and Off-Site Compliance Options.

The Mello Act allows the County to consider social factors in determining whether on-
site compliance is feasible. Because of their potential to generate significantly more units, Lyon
supports alternatives that allow for in lieu fees and off-site compliance.

£ The County's Current Housing Crisis Requires Looking Beyond the
Marina and the Mello Act to Meet Housing Needs. The County needs to build more housing at
all levels of affordability. According to SCAG and County data, nearly 30,000 housing units —
including both affordable and market rate — are still needed within unincorporated County areas
to meet housing needs generated between January 1998 and June 2005. During that 7' year
time period, just 936 new income-restricted affordable units were constructed, and less than 10%
percent of the County’s Regional Housing Needs Assessment fair share housing goals for
affordable housing were met.

The County must look beyond the limited number of units within the coastal zone to
solve the current housing crisis. Requiring all projects in the coastal zone to provide units on-
site — where land costs are the highest and density is limited by the need to protect coastal
resources — is among the least cost-effective options and will generate few units given the high
cost per unit in comparison to other options. The County needs to consider alternatives that will
maximize the number of affordable units. This includes off-site alternatives that can
accommodate increased density along transportation corridors and job centers, and that can take
advantage of lower land costs, reduced environmental constraints, and the ability to leverage
private funds with tax credits and other financing incentives to maximize creation of affordable
housing.

2 The County s Mello Policy Should Avoid Creating Windfall Luxuries to
Individuals Where the Same Funding Can Be Used to Create Housing for Many Others. Dollar
for dollar, more housing can be created outside of the Marina than can be created within it.
Rather than subsidizing a percentage of otherwise costly units within a project in order to make
them affordable to a few households, limited dollars are better spent on projects where land costs
are lower or where funds can be leveraged with financing incentives, tax credits, and other
funding sources. The County’s interest in preserving and creating as much decent, affordable

LA\1643222.2
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housing as possible outweighs any interest in providing high-end, luxury units to a fortunate
handful of very low or low income households.

Economic Factors Justify Allowing In Lieu Fees and Off-Site Compliance Options: The
Unigue Revenue Impacts to the County as Landowner Must be Considered. The Marina is one
of the County’s most important assets. Maximizing revenues from this important source of
unrestricted funding directly implements Goal 4 of the County’s Strategic Plan (as updated in
2005), which is “Fiscal Responsibility: Strengthen the County’s Fiscal Capacity.” Because rents
from the Marina are used to fund important County-wide programs, such as health and other
social services that benefit low and moderate-income individuals and families throughout the
County, maximizing revenues from the Marina also helps to implement other Strategic Plan
goals, such as “Children and Families’ Well-Being” (Goal 5), “Community Services” (Goal 6),
“Health and Mental Health” (Goal 7), and “Public Safety” (Goal 8).

Reducing ground rents to subsidize on-site affordable units directly impacts this funding.
The fiscal impacts of potential rent reductions, lower overall revenue and the County programs
to be affected must be evaluated. We understand that the Del Rey Shores project, for example,
may receive a rent concession of $11.05 million to offset Mello Act affordable housing
obligations and increases in construction costs as a result of project delays. Concessions such as
these by the County can be avoided by allowing off-site compliance and in lieu fee payments.

“Second Generation" Redevelopment at the Marina has Already Resulted in the

Production of New Affordable Housing. Affordable housing has been built and will continue to
exist within the Marina even if developers are allowed to provide units off-site or pay in lieu
fees. Recent County and/or Coastal Commission approvals for “Second Generation” residential
projects in the Marina have resulted in conditions that will require the production of at least 179
affordable housing units within the Marina. These include the following:

¢ 10 low-income senior citizen units at the Capri Apartment on Marina Parcel
20 (units occupied). (Represents 10% set aside for 99-unit apartment project);

* 18 on-site low-income senior citizen units at the Marina Harbors Apartments
complex on Marina Parcel 111; (15% set aside for 120-unit apartment project.
The affordable units, though approved in relation to new 120-unit apartment
building, were provided within an existing apartment building on the parcel);

* 82 on-site very low-income senior citizen units at the Esprit Apartments at
Marina Parcels 12 and 15 (Phase 1 apartments on Parcel 12 now under
construction);

® 15 on-site very low-income units (non-age restricted) at the Admiralty
Apartments on Marina Parcel 140 (approved but yet to be constructed); and

* 17 very low-income units (non-age restricted) and at least 37 moderate
income “replacement” units in The Shores project at Marina Parcels 100 &
101 (Represents a 5% inclusionary set aside based on the net new incremental
units).

LAV 6432222
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As noted above, the City’s rationale for exempting apartment projects from Mello Act
requirements is that high demand within the Coastal Zone has bid up the price of land beyond
what the typical apartment developer can afford to pay. Requiring on-site affordable housing in
every instance will only discourage the future production of residential units, which in turn will
only worsen the supply shortage and drive rents and prices hi gher. Compliance flexibility, on
the other hand, will encourage the production of affordable housing,

Suggested "Options” for the Board of Supervisors to Consider and Evaluate. Based on

the considerations outlined above and in the attached materials, we urge the County to consider a
policy that includes the following components:

>

LAM 6432222

State / County Density Bonus Option. Any project that qualifies for a density bonus
under the state law or County ordinance should be deemed to have satisfied the Mello
Act. The current minimum percentage requirements for new housing should be 5%
very low and 10% low. In addition, for-sale projects should be allowed to comply by
setting aside 10% moderate income units, and “senior citizen housing developments”
as defined in the Civil Code should also qualify, consistent with the density bonus
laws.

In Lieu Fees Option and Creation of Affordable Housing Trust Fund. The County
should reinstate the in lieu fee option and establish an “affordable housing trust fund”
to ensure that any fees collected for the purpose of providing affordable housing are
used to build affordable housing off-site. A list of eligible projects could be
maintained to ensure that any funds are used to build housing.

Flexible Off-Site Options. Like the City’s proposed policy, the County should
provide developers with the option to provide the required housing off-site, either
elsewhere within the coastal zone or within three miles thereof. The proposed off-site
alternative should allow rehabilitation of existing units, including existing affordable
units where the developer extends the term of affordability, and projects by non-profit
builders that need additional funding. Proposed off-site alternatives should be
approved at the same time as the market-rate project to streamline the approval
process for projects.

Exemption for Apartments. In light of the City of Los Angeles’ categorical
conclusion that construction of new rental housing is infeasible and because the
production of rental housing needs to be encouraged, the County should exempt for-
rent units from mandatory Mello requirements. -

Evaluation of Fiscal Impacts of All Alternatives. As requested above, the County’s
environmental analysis of the proposed Draft Policy should include an economic
assessment of the fiscal impacts on County programs that would result from rent
concessions and lower overall rent revenues associated with requiring on-site
affordable housing within the Marina.
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The Suggested Options are In Keeping with the Purpose of the Mello Act, which was to
Restore Local Control Over Housing Policy. Prior to the Mello Act, the state Coastal

Commission imposed affordable housing requirements on projects in the coastal zone. Asa
result, coastal cities and counties had little to no control over housing policy within a portion of
their jurisdiction. The Mello Act was one of about 30 bills introduced to give control over
housing policy back to local governments, so that jurisdictions could establish uniform housing
policy. Today, the Mello Act still provides the County with a great deal of discretion and
flexibility to set housing policy in the County coastal areas that supports such policy on a
County-wide basis. '

We believe that a policy based on the considerations listed above achieves the optimal
balance between maximizing affordable housing production within or near the coastal zone,
maximizing the revenues generated from the Marina, and protecting this important coastal
resource. '

Clarification of Statements Made at September 7 Worksho,

L. The County's Draft Policy is Not Proposing to Do Less than the City of
Los Angeles’ Interim Mello Policy Was Intended to Require. During the September 7 workshop,
representatives and members of POWER urged you to adopt the percentage requirements set
forth in the City of Los Angeles’ Interim Administrative Procedures for Implementing the Mello
Act (“City’s Interim Policy™). The City’s Interim Policy requires new developments to set aside
10% of new units for very low income households and 20% of new units for low income
households. The City’s Interim Policy was adopted in 2000 in connection with the settlement of
a 1993 lawsuit by Legal Aid Foundation of Los Angeles and the Western Center for Law and
Poverty against the City. The Interim Policy was “always intended as a stop-gap measure to give
the City the time it needed to develop a permanent Mello Act regulation,” and was never
intended to survive as long as it has. (City of LA Staff Report, Proposed Mello Act Ordinance,
October 2006, at 10).

Importantly, the percentages established in 2000 by the City’s Interim Policy reflected
the state density bonus law that was effective in 2000 (but has since been amended), which
required 20% low income or 10% very low income set-asides in order to qualify for a bonus
density under state law. Thus, the City’s Interim Policy mirrored the state law percentages in
selecting minimum thresholds, thereby allowing the City to apply the same affordable housing
density bonus policy both inside and outside the coastal zone. The state law was amended in
2004 to lower the minimum percentage requirements, in recognition of the tremendous increase
in housing production costs. The minimum required set-asides were reduced from 20% to 10%
for low income units and from 10% to 5% for very low income units. The Interim Policy
adopted in 2000 was never amended, because a permanent replacement ordinance was expected
soon.

Just as the City’s Interim Policy originally tracked state density bonus law, so does the
County’s proposal to require 5% very low income units. In July 2006, the County adopted an
ordinance to implement the state density bonus law, thus the percentage goals proposed in the
Draft Policy are also consistent with County=wide housing policy. Consistent with the original

LAV 643222.2



Mr. Santos Krelmann
Octlober 20, 2008
Page 7

LATHAMaWATKINSur

intent of the City’s Interim Policy, we have suggested that the County’s Mello Policy should
allow any project that qualifies for a density bonus to be deemed to have satisfied its Mello Act
requirement.

2. Replacement Units Do Not Have to be “Like-for-Like” Under the Mello
Act or Under the City s Interim Policy. During the September 7 workshop, POWER also argued
that the proposed policy of allowing replacement units to fall into a different income category or
feature a different number of bedrooms than the units that were being replaced was not permitted
under the Mello Act and was inconsistent with the City’s Interim Policy. This is not true. The
Mello Act states that the conversion or demolition of existing affordable units is not permitted
unless “provision has been made for the replacement of those dwelling units with units for
persons and families of low or moderate income.” (Government Code section
65590(b)(emphasis added)). There is no requirement that the replacement units be “like-for-
like” in any respect. Similarly, Section 7.2.1 of the City’s Interim Policy states:

Affordable Replacement Units may be provided at any level of
affordability. For example, an Affordable Existing Residential
Unit occupied by a Very Low Income Household may be replaced
with an Affordable Replacement Unit affordable to a Moderate
Income Household. The Council may change this policy when the
Interim Ordinance is adopted and require “like for like”
replacement. (City’s Interim Policy, at 21).

We appreciate your careful consideration of this information and would be pleased to
provide any additional information you may require or that is appropriate to address any
questions you may have. We commend the Task Force on its hard work and look forward to
working with you to identify ways of maximizing housing production in the County.

Truly yours,

of LATHAM & WATKINS LLP

Enclosures

cc: Honorable Supervisors
Julie Moore
Larry Hafetz
Tom Faughnan
Mark Kelly
Cindy Starrett

LA\1643222.2
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APPENDIX A

PROPOSED ORDINANCE FOR DISCUSSION

An ordinance adding a new Section 12.20.2.2 and a new Section 19.14 to the
Los Angeles Municipal Code establishing regulations to protect and increase the supply
of housing affordable to households with Very Low, Low, or Moderate Incomes in the
Coastal Zone; and amending Chapter 128 of Division 5 of the Los Angeles
Administrative Code concerning the Coastal Zone Affordable Housing Trust Fund and
establishing a new Mello Act Ordinance Appeals Trust Fund.

THE PEOPLE OF THE CITY OF LOS ANGELES
DO ORDAIN AS FOLLOWS:

Section 1. A new Section 12.20.2.2 is hereby added to Article 2 of Chapter 1 of the Los
Angeles Municipal Code to read:

A. Purpose. In accordance with California Government Code Section 65590 (k), the
purpose of this section is to establish regulations to protect and increase the supply of
housing affordable to households with Very Low, Low, or Moderate Incomes in the
Coastal Zone. These regulations shall be known as the “Mello Act Ordinance.”

B. Definitions. Notwithstanding any provisions of this chapter to the contrary, the
following definitions shall apply to this ordinance:

Administrative Procedures means the procedures adopted by resolution of the
Council to administer and enforce this ordinance.

Affordable Existing Residential Unit means an existing Residential Unit
occupied by a household with a Very Low, Low, or Moderate Income, as determined by

the Los Angeles Housing Department (LAHD).

Affordable Housing Incentives Guidelines refers to the definition of
“Affordable Housing Incentives Guidelines” in Section 12.22 A 25 (b) of this Code.

Affordable Housing Provision Plan is a document that shows how Affordable
Replacement Units or Inclusionary Residential Units will be provided in accordance with
this ordinance, the Administrative Procedures, and the Affordable Housing Incentives
Guidelines.

Affordable Replacement Unit means a Residential Unit that has the same
number of bedrooms as the Affordable Existing Residential Unit that was removed or
converted, and is also a “Restricted Affordable Unit” as defined in Section 12.22 A 25

(b) of this Code.
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Coastal Zone means the Coastal Zone, as defined in California Public
Resources Code, Division 20 (commencing with Section 30000), including, but not
limited to, the Coastal Zone portions of Venice, San Pedro, Pacific Palisades, Playa
Vista, Wilmington, Fort MacArthur/White Point, Palms/Marina Freeway Area, and Del
Ray Lagoon, as depicted on the City of Los Angeles Coastal Zone maps, as prepared
and maintained by the Department of City Planning. In the case of any discrepancy, the
Public Resources Code shall govern.

Coastal Zone Affordable Housing Trust Fund is the reserve account
described in Chapter 128, Division 5 of the Los Angeles Administrative Code.

Extended Coastal Zone means that area within the City of Los Angeles within
three miles of the inland boundary of the Coastal Zone.

Inclusionary Residential Unit means a Residential Unit that is also a
“Restricted Affordable Unit,” as defined in Section 12.22 A 25 (b) of this Code, but is not
an Affordable Replacement Unit.

Income, Very Low, Low, or Moderate refers to the annual income of a
household, as defined in Sections 50079.5, 50093, 50105, and 50106 of the California
Health and Safety Code.

Local Coastal Program refers to the definition of “Local Coastal Program” in
Section 12.20.2 B of this Code.

Mello Act Project Permit Compliance shall mean a decision by the assigned
decision-maker that a Project complies with the regulations set forth in Section
12.20.2.2 E of this Code, either as submitted or with conditions imposed to achieve

compliance.

Pacific Palisades Subarea means that area of the City of Los Angeles depicted
as subarea one on the Coastal Zone map attached to the Administrative Procedures.

Project means any action requiring a building permit approved by LADBS or a
discretionary land use approval approved by a decision-maker that:

(1) removes one or more existing Residential Units through a change to a
non-residential use—Change of Use;

(2) converts one or more existing Residential Units to a condominium,
cooperative, or similar form of ownership—Condominium Conversion;
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(3) removes one or more existing Residential Units through the complete
or partial demolition of a building, or by combining two or more units to make a larger
unit—Demolition; or

(4) creates one or more new Residential Units for rent or for sale, either
through new construction or the adaptive reuse of existing, non-residential
structures—New Housing.

Project Applicant means the person, partnership, corporation, governmental
organization or other entity filing an application for a Project with either LADBS or
LADCP.

Rental Housing Production Fees means the fees set forth in Section 12.95.2 K
of this Code,

Residential Unit means a dwelling unit, efficiency dwelling unit, light
housekeeping room, or joint living and work quarters, as defined in Section 12.03 of this
Code; a mobile home, as defined in California Health and Safety Code Section 18008;
a mobile home ot in a mobile home park, as defined in California Health and Safety
Code Section 18214; or a guest room or efficiency unit in a residential hotel, as defined
in California Health and Safety Code Section 50519 (b)(1).

San Pedro-Harbor Subarea means that area of the City of Los Angeles
depicted as subarea three on the Coastal Zone map attached to the Administrative

Procedures.

Venice-Playa Del Rey Subarea means that area of the City of Los Angeles
depicted as subarea two on the Coastal Zone map attached to the Administrative
Procedures.

C. Relationship to Existing Regulations. The relationship between this ordinance and
other regulations that also apply to the Coastal Zone is set forth below:

1. Every Project in the Coastal Zone must receive the proper review pursuant to
this ordinance regardless if the Project is regulated by any geographically specific plan
or Local Coastal Program. This requirement also applies to any Project exempted from
the requirement to obtain a coastal development permit.

2. In the case of conflict between this ordinance, any geographically specific
plan, Local Coastal Program, or any other regulation, the requirement that resuits in the
largest number of Affordable Replacement Units or Inclusionary Residential Units shall

apply.



CPC-2005-8252-CA DISCUSSION DRAFT A4

3. This ordinance shall not abrogate any existing development agreement
between a property owner and the City of Los Angeles executed prior to this
ordinance’s effective date.

4, This ordinance and the Administrative Procedures shall replace and
supercede the interim administrative procedures that are attached as Exhibit A to the
settlement agreement that took effect on January 3, 2001, in the matter of Venice Town
Council, et al., vs. City of Los Angeles, BC089678.

D. Administrative Procedures. City decision-makers, departments, staff, employees,
agents, officers, commissions and appellate bodies must administer and enforce this
ordinance in accordance with the Administrative Procedures.

E. Regulations.

1. Affordable Existing Residential Units. LAHD shall have up to 60 days from
the date of referral by LADCP to determine if any existing Residential Units in a Change
of Use, Condominium Conversion or Demolition Project are Affordable Existing
Residential Units. This time limit may be extended as mutually agreed upon in writing
by LADCP and LAHD. In the event that an existing Residential Unit is occupied by more
than one person or family, and if at least one such person or family (excluding
dependents) is of Very Low, Low, or Moderate Income, then the existing Residential
Unit shall be considered to be an Affordable Existing Residential Unit.

Exemptions: No Residential Unit shall be considered to be an Affordable
Existing Residential Unit if it: (1) was completely and continuously unoccupied for more
than one year immediately prior to the filing of an application for a Change of Use,
Condominium Conversion or Demolition Project; (2) is occupied by its owner or owners
at the time the application for a Change of Use, Condominium Conversion or
Demolition Project is filed, except for a mobile home, as defined in California Health
and Safety Code Section 18008; or a mobile home lot in a mobile home park, as
defined in California Health and Safety Code Section 18214; or (3) is in a building a
governmental agency has declared a public nuisance pursuant to Division 13
(commencing with Section 17000) of the California Health and Safety Code; Chapter
IX, Article 1, Division 89 of this Code; or any subsequent provision of this Code adopted
pursuant to Division 13 of the California Health and Safety Code.

2. Affordable Replacement Units. All Affordable Existing Residential Units that
are removed or converted must be replaced one-for-one with Affordable Replacement
Units or an in-lieu fee is paid.

(a) In-Lieu Fees. Project Applicants may pay the following fees in lieu of
directly providing required Affordable Replacement Units:
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Subarea Fee

Pacific Palisades A fee of $220,061 must be paid for each required
Affordable Replacement Unit.

Venice-Playa Del Rey A fee of $209,075 must be paid for each required
Affordable Replacement Unit.

San Pedro-Harbor A fee of $178,835 must be paid for each required
Affordable Replacement Unit.

(b) Affordability Level. An Affordable Replacement Unit must be offered
at the same level of affordability as the Affordable Existing Residential Unit that was
removed or converted.

(c) Right of First Refusal. The last household to occupy a removed or
converted Affordable Existing Residential Unit shall have a right of first refusal to
occupy an Affordable Replacement Unit when it becomes available for occupancy, but
must have a qualifying income, as determined by LAHD.

(d) Legal Status. An Affordable Existing Residential Unit shall be subject
to the provisions of this subdivision regardless if it was legally permitted or not.

3. Inclusionary Residential Units. All New Housing and Condominium
Conversion Projects consisting of five or more Residential Units for sale must either
provide Inclusionary Residential Units or pay an in-lieu fee.

Exemption: The requirements set forth in this subdivision shall not apply to
additional market-rate Residential Units included in a New Housing Project pursuant to
a density bonus, as set forth in Section 12.22 A 25 of this Code.

(a) Requirements. This ordinance’s requirements concerning Inclusionary
Residential Units are set forth in the following chart:
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Subarea Project Size
5-9 units 10 or more units
Pacific The Project Applicant The Project Applicant must provide
Palisades must pay an in-lieu fee | Inclusionary Residential Units affordable
of $8,824 for every to Very Low Income Households equal to
market-rate Residential | at least ten percent of all Residential Units
Unit in the Project. in the Project or pay an in-lieu fee of
$22,006 for every market-rate Resudentlal
. Unit in the Project.
Venice-Playa | The Project Applicant The Project Applicant must provide
Del Rey must pay an in-lieu fee | Inclusionary Residential Units affordable
of $8,383 for every to Very Low Income Households equal to
market-rate Residential | at least ten percent of all Residential Units
Unit in the Project. in the Project or pay an in-lieu fee of
$20,907 for every market-rate Residential
Unit in the Project.
San Pedro- The Project Applicant The Project Applicant must provide
Harbor must pay an in-lieu fee | Inclusionary Residential Units affordable
of $7,170 for every to Very Low Income Households equal to
market-rate Residential | at least ten percent of all Residential Units
Unit in the Project. in the Project or pay an in-lieu fee of
$17,883 for every market-rate Residential
Unit in the Project.

(b) Project Size Adjustment. Any required Affordable Replacement Units
shall first be subtracted from total Project size before applying the requirements set

forth in Section 12.20.2.2 E 3 of this Code.

(c) Fractions. The number of Inclusionary Residential Units required
pursuant to Section 12.20.2.2 E 3 of this Code shall be rounded upwards from fractions
of one-half (¥2) and more to result in one more required Inclusionary Residential Unit;
and rounded downwards from fractions of less than one-half (12) to result in one less

required Inclusionary Residential Unit.

4. Additional Regulations. The following additional regulations shall apply to
the provision of Affordable Replacement Units and Inclusionary Residential Units.

(a) Tenure. Affordable Replacement Units or Inclusionary Residential

Units may be either rented, leased, or sold.
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(b) Location. Project Applicants may locate Affordable Replacement
Units or Inclusionary Residential Units anywhere in the Coastal Zone or the Extended
Coastal Zone. Notwithstanding, the assigned decision-maker or appellate body, in
consultation with LAHD, may require that the units be located in a defined geographic
area within the Coastal Zone or Extended Coastal Zone.

(c) Availability for Occupancy. Affordable Replacement Units must be
available for occupancy within three years of the date that work commenced on the
Change of Use, Condominium Conversion or Demolition Project. Inclusionary
Residential Units must be available for occupancy as follows:

(1) if provided on-site by the Project Applicant, at the same time as
the market-rate Residential Units are available for occupancy;

(2) if provided off-site by the Project Applicant, within three years of
the date LAHD approves the Affordable Housing Provision Plan; or

(3) if provided by a Coastal Zone Affordable Housing Trust Fund
provider, within three years of the date a contiract is executed between LAHD and the
provider.

(d) Approved Provision Methods. Subject to LAHD's review and
approval, Affordable Replacement Units or Inclusionary Residential Units may be
provided through either:

(1) new construction from the ground up;
(2) the adaptive reuse of existing non-residential buildings;

(3) the purchase and rehabilitation of vacant residential buildings;
or

(4) the purchase of existing market-rate Residential Units, including
units under construction.

(e) Affordable Housing Incentives Guidelines. Affordable Réplacement
Units and Inclusionary Residential Units must be provided in accordance with the
Affordable Housing Incentives Guidelines, as applicable.

(f) Affordable Housing Provision Plan. Project Applicants that will
directly provide required Affordable Replacement Units or Inclusionary Residential Units
must prepare an Affordable Housing Provision Plan for LAHD's review and approval.
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(9) Affordability Covenant and Agreement. LAHD shall develop and the
Project Applicant shall record a covenant and agreement guaranteeing that required
Affordable Replacement Units and Inclusionary Residential Units shall remain
affordable for at least 55 years from the date the covenant and agreement is recorded.
Tenants, rental applicants, purchasers and prospective purchasers of the Affordable
Replacement Units or the Inclusionary Residential Units shall have the right to seek an
injunction to enforce the affordability criteria, or to raise the affordability criteria as a
defense or counterclaim to a claim for rent or possession directly against the owner,
manager, and/or their successors in interest, of those units.

(h) Registration and Occupancy Monitoring. All Affordable
Replacement Units and Inclusionary Residential Units provided pursuant to this
ordinance must be registered with LAHD. LAHD shall annually monitor each Affordable
Replacement Unit and Inclusionary Residential Unit to ensure that it remains affordable
to and occupied by a Very Low, Low, or Moderate Income Household. All registration
and occupancy monitoring fees as set forth in Section 19.14 G of this Code must be
paid.

F. Coastal Zone Affordable Housing Trust Fund. Pursuant to Chapter 128, Division 5
of the Los Angeles Administrative Code, LAHD shall administer the Coastal Zone
Affordable Housing Trust Fund.

1. LADBS shall collect and deposit in-lieu fees into the Coastal Zone Affordable
Housing Trust Fund.

2. If a Project Applicant elects to pay in-lieu fees, then they must be paid in full
prior to LADBS’s issuance of any permits. Alternatively, Project Applicants may post a
performance bond, acceptable to LAHD, that guarantees full payment of the in-lieu fees
within one year of LADBS's issuance of any permits.

3. If in-lieu fees, Rental Housing Production Fees, or any other similar affordable
housing fees all apply to a project, then the greatest of these fees shall apply. Any fees
collected shall first be deposited into the Coastal Zone Affordable Housing Trust Fund.
Then, to the extent that there are fees above and beyond those required for deposit into
the Coastal Zone Affordable Housing Trust Fund, those additional fees shall be
deposited into the Rental Housing Production Fund or similar applicable affordable
housing trust fund or reserve account,

4, In-lieu fees may be used to finance the development of Affordable
Replacement Units or Inclusionary Residential Units anywhere in the Coastal Zone or
the Extended Coastal Zone, subject to Council policy. These fees may not be used to
cover the City's costs related to administering the Coastal Zone Affordable Housing
Trust Fund or this ordinance.
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5. Every year LAHD shall adjust the in-lieu fees set forth in this ordinance to
account for the annual change in construction and land costs in the Coastal Zone and
Extended Coastal Zone. The City Council shall adopt the adjusted in-lieu fees by
resolution.

G. Mello Act Project Permit Compliance. A Mello Act Project Permit Compliance is
required if the Project is a New Housing or a Condominium Conversion Project
consisting of five or more Residential Units for sale, or Affordable Existing Residential
Units will be removed or converted.

1. Notice of Exemption. If a Project does not require a Mello Act Project Permit
Compliance then the Project Applicant shall be issued a notice of exemption.

2. Application. To apply for a required Mello Act Project Permit Compliance, the
Project Applicant must file an application at a public office of the LADCP, on a form
provided by the Department, and include all information as required by the
Administrative Procedures. In addition, the Project Applicant must pay the applicable
administrative fee set forth in Section 19.14 D of this Code.

3. Authority. The assigned decision-maker shall have the authority to approve,
approve with conditions, or deny an application for a Mello Act Project Permit
Compliance.

4, Finding. In order to grant a Mello Act Project Permit Compliance the assigned
decision-maker must find that the Project, either as submitted or conditioned, complies
with the regulations set forth in Section 12.20.2.2 E of this Code.

5. Limitation. The granting of a Mello Act Project Permit Compliance shall not
imply compliance with any other provisions of this Code.

8. Expiration Period. A Mello Act Project Permit Compliance shall become null
and void if not utilized within two years of its effective date. For purposes of this
subdivision, “utilized” shall mean that work on the Project has begun and been carried
on diligently without substantial suspension or abandonment. The assigned decision-
maker may extend the expiration period pursuant to an application filed by the Project
Applicant at any public office of the LADCP, accompanied by payment of a fee equal to
that specified in Section 19.01 M of this Code. The application must be filed prior to the
expiration date, and set forth the reasons why an extension of time is needed. If good
and reasonable cause exists then the assigned decision-maker may extend the
expiration period by up to one year.

7. Procedures. If a Project requires both a Mello Act Project Permit Compliance
and one or more other discretionary land use approvals, then the procedures set forth
in Section 12.36 of this Code concerning multiple approvals shall govern. If a Project
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only requires a Mello Act Project Permit Compliance and no other discretionary land
use approvals, then the assigned decision-maker is the Director of Planning and the
procedures set forth below shall govern:

(a) Optional Public Informational Meeting. The Director may hold a
public informational meeting concerning an application for a Mello Act Project Permit
Compliance if the Director decides that doing so would be in the public interest. In that
event, notice of the meeting shall be provided following the procedures set forth in
Section 12.20.2.2 H 3 (b) of this Code.

(b) Time Limit and Failure to Act-Transfer of Jurisdiction. The Director
shall make a decision approving, approving with conditions or denying an application for
a Mello Act Project Permit Compliance within 75 days after the date the application is
deemed complete. This time limit may be extended as mutually agreed upon in writing
by the Project Applicant and the Director. If the Director fails to act within this time limit
then the transfer of jurisdiction procedures set forth in Section 11.5.7 C 5 of this Code
shall govern.

H. Appeals. The Project Applicant or any other person aggrieved by the decision-
maker's decision may appeal the Mello Act Project Permit Compliance to the
designated appellate body. The appellate body may, by resolution, reverse or modify, in
whole or in part, the Mello Act Project Permit Compliance, so long as it finds that its
decision is consistent with the Mello Act. The appellate body's decision shall be final
and effective as provided in Charter Section 245.

1. Decision. The appellate body shall make its decision, based on the record, as
to whether the decision-maker erred or abused its discretion. Appellants shall have the
burden of proof, and shall present substantial evidence and specific facts to support
their appeal. Appellants must set forth specifically the points at issue and the reasons
for the appeal. If a violation of federal or state law or of the federal or state constitutions
is claimed, then the appeal shall set forth the basis upon which the appellant makes this
claim.

2. Economically Viable Use. If the basis for the appeal is a claim that
application of the regulations set forth in the Mello Act Ordinance constitutes an
unconstitutional taking that denies the appellant economically viable use of the subject
property then the appellate body may require the appellant to pay the fees set forth in
Section 19.14 F of this Code to compensate a qualified and independent consultant,
selected and retained by LAHD, to prepare a report evaluating the merits of this claim.
Pursuant to Section 5.528.1 of the Los Angeles Administrative Code, LAHD shall collect
and deposit these fees into the Mello Act Ordinance Appeals Trust Fund. The
consultant’s report shall be submitted to the appellate body within 60 days of the
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appellate's body request, or within an extended period as mutually agreed upon in
writing by the appellate body and LAHD.

3. Procedures. If a Project requires both a Mello Act Project Permit
Compliance and one or more other discretionary land use approvals, then the
procedures set forth in Section 12.36 of this Code concerning multiple approvals shall
govern. If a Project only requires a Mello Act Project Permit Compliance and no other
discretionary land use approvals, then the appellate body is the Area Planning
Commission and the procedures set forth below shall govemn:

(a) Filing of an Appeal. An appeal must be filed within 15 days of the
date of mailing of the Director of Planning’s Mello Act Project Permit Compliance on
forms provided by LADCP. The Mello Act Project Permit Compliance becomes final
and effective upon the close of the 15-day appeal period if not appealed, or as provided
below if appealed.

The Commission shall not consider any appeal not filed within the 15-day appeal
period. The filing of an appeal stays proceedings in the matter until the Commission has
made a decision. Once an appeal is filed, the Director shall transmit the appeal and the
file to the Commission, together with any reports that may have been prepared
responding to the allegations made in the appeal.

(b) Public Hearing. Before acting on any appeal, the Commission shall
set the matter for public hearing, at which evidence shall be taken. The Commission
may conduct the hearing itself, or may designate a hearing officer to conduct the
hearing. The Commission shall give notice in all of the following manners:

(1) By at least one publication in a newspaper of general circulation
in the City of Los Angeles, designated for that purpose by the City Clerk, no less than
24 days prior to the date of the hearing; and

(2) By mailing a written notice no less than 24 days prior to the date
of the hearing to the parties specified in Section 12.20.2.2 | of this Code.

(c) Time for Appellate Decision. The Commission shall act within 75
days after the expiration of the appeal period, or within any additional period that the
Project Applicant and the Commission both agree to in writing. The Commission’s
failure to adopt a resolution within this time period shall be deemed a denial of the
appeal.

I. Notice. A copy of the notice of exemption, Mello Act Project Permit Compliance,
notice of the optional public informational meeting, notice of appellate body public
hearing, and appeal decision shall be mailed to: the Project Applicant; to the owner of
the subject property, if other than the Project Applicant; to all occupants of buildings in a
Change of Use, Condominium Conversion or Demolition Project; to the owners of all
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properties abutting, across the street or alley from, or having a common corner with the
subject property; to all persons who have filed written requests for notice with LADCP:
the applicable Council office; LADBS; LAHD; the Department of Neighborhood
Empowerment; and to all persons as required by the Administrative Procedures.

J. Annual Report. Every year after the effective date of this ordinance LAHD shall
compile, with the assistance of LADBS and LADCP, a report that covers the period
from July 1 through June 30 of the prior year.

K. Severability. If any provisions of this ordinance are found to be unconstitutional or
otherwise invalid by any court of competent jurisdiction, that invalidity shall not affect
the remaining provisions of this ordinance, which can be implemented without the
invalid provision, and to this end the provisions of this ordinance are declared to be

severable,

Sec. 2. Chapter 128 of Division 5 of the Los Angeles Administrative Code is hereby
amended to read:

CHAPTER 128
COASTAL ZONE AFFORDABLE HOUSING TRUSTFUND SPECIAL FUNDS

Section 5.528, Coastal Zone Affordable Housing Trust Fund.

A. Creation and Administration of Fund. This ordinance creates within the
Treasury of the City of Los Angeles a special fund known as the Coastal Zone
Affordable Housing Trust Fund, referred-to-inthis-chapter-as-the-Ftnd- (the “Fund”) The
Los Angeles Housing Department (LAHD) shall administer, have overall management
of and expend funds from the Fund in accordance with the provisions of this ordinance.
LAHD shall also administer the Fund in accordance with established City practice and
in conformity with Government Code Section 66000, ef seq. All interest or other
earnings from money received into the Fund shall be credited to the Fund and devoted

to the purposes listed in this chapter.

B. Purpose. The Fund shall be used for the deposit of money paid to the City of
Los Angeles pursuant to the Mello Act Ordinance and any other money appropriated or
given to this Fund for affordable housing in the Coastal Zone, or within three miles of
the inland boundary of the Coastal Zone.

C. Expenditures. Except as set forth below, funds collected pursuant to the
Mello Act Ordinance and any other monies placed in this Fund shall be expended only
for the purpose of developing affordable housing in the Coastal Zone, or within three

miles of the inland boundary of the Coastal Zone,
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LAHD is authorized to make expenditures from this the Fund in accordance with
the Mello Act Ordinance. Administration of the Fund and expenditures from the Fund
shall also be in compliance with the requirements in Government Code Section 66000,
et seq., including the following:

1. The City Departments shall deposit all monies received pursuant to the
Mello Act Ordinance in the Fund and avoid any commingling of the monies with other
City revenues and funds, except for temporary investments, and expend those monies
solely for the purpose for which the in-lieu fee was collected. Any interest income
earned by monies in the Fund shall also be deposited in that Fund and shall be
expended only for the purpose for which the in-lieu fee was originally collected.

2. LAHD shall, within 180 days after the last day of each fiscal year, make
available to the public all the information required by Government Code Section 66006

(a).

3. The City Council shall review the information made available to the
public pursuant to Paragraph 2 within the time required by Section 66006, and give
notice of that meeting as required by that Section.

4. When required to do so by Government Code Section 66001 (e) and
(f), the City Council shall authorize refunds of fees paid to the Fund. Funds shall be
used for the purposes set forth in Subsection B. Should any project become infeasible
for any reason determined by the City Council or there are project savings, the City
Council may reprogram the applicable funds so long as the funds are used for the
purposes set forth above.

Regulations to administer these funds shall be promulgated by LAHD.

D. Reporting. LAHD shall report annually to the City Council and Mayor
identifying and describing in detail receipts and expenditures of the Fund. LAHD shall
submit each annual report within 80 days after the close of the fiscal year covered in
the report.

Section 5.528.1. Mello Act Ordinance Appeals Trust Fund.

A. Creation and Admi tion of Fund. This ordi cre ithin the
Treasury of the City of Los Angeles a cial fun as the Mello Act Ordinance
Appeals Trust Fund (the “Fund”). The Los Ange ousing Department (LAH hall

dminister, have over n of expend fund from the Fund in accordance
with the provisions of this ordi D sha inister the Fund in accordance

with established City practice. All interest or other earnings from money received into
the Fund shall be credited to the Fund and devoted to the purposes listed in this

ordinance.
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B. Expenditures. Pursuant to Section 12.20.2.2 H 2 of the Los Angeles
Municipal Code, the Fund shall be used to cover D's cost to compensate
consultants to evaluate the merits of Mello Act Project Permit Compliance appeals
when the basis for the appeal is a claim that application of the regulations set forth in
the Mello Act Ordinance constitutes an unconstitutional taking that denies the Appellant
economically viable use of the subject property

C. Procedures. L AHD is authorized to establish appropriate procedures to carry

out this ordinance.

Sec. 3. A new Section 19.14 is hereby added to Article 9 of Chapter 1 of the Los
Angeles Municipal Code to read:

MELLO ACT ORDINANCE ADMINISTRATIVE FEES. In addition to all other

fees payable to the City of L the following administrative fees must be paid

in_connection with §ecygn 12.20. 2 2 of this Code, othelwlse known as the "Mello Act

Ordinance.”

A. A fee of $240.00 shall be charged and collected by the | os Angeles Housin
Department (LAHD) when the bility status of an existing Residential Unit is

determined, and $300.00 when redetermined, pursuant to Section 12.20.2.2 E 1 of this

Code.

B. If an in-lieu fee pursuant to Section 12.20.2.2 E of this Code is paid, then a
surcharge equal to five per al amount of the in-lieu fee shall be charged

and collected HD
C. A fee of $500.00 shall be charged and collected by LAHD when an Affordable

Housing Provision Plan prepared by a Project Applicant is reviewed, pursuant to
Section 12.20.2.2 E 4 of this Code.

D. Pursuant to Section 12.20.2.2 G of this Code ngel e nto
City Planning (LADCP) shall charge and collect:

1. A fee of $232.00 when applications for a Mello Act Project Permi
Compli iscreti and val ar ncurrently filed; or

2. A fee of $860.00 when only an application for a Mello Act Project
Permit Compliance is filed.

12.20.2.2 H of this Code, then LA shall charge a
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1. The appeal fees connected to the discretiona d use approval if it
was filed concurrently with an ication fo lo Act Project Permit Compliance; or

2. The appeal fees set forth in Section 19.01 B of this Code if only an

lication for a Mello Act Project Permit Compliance was filed:

F. An initial fee of $5.000.00 shall be charged and collected by LAHD if the

assigned appellate body requests a consul report when a Mello Act Project Permi
Compliance is appealed based on a claim that application of the regulations set forth in
the Mello Act Ordinance constitutes an unconstitutional taki i s th ellant

economically viable use of the subject property pursuant to Section 12.20.2.2 H 2 of
this Code. This fee shall cover LAHD's initial cost to compensate the consultant to

evaluate the merits of the claim. If LAHD's cost to compensate the consultant exceeds

5000.00, then the ellant shall a supplemental fee equal to the additional cost.
If the actual cost is less than $5000.00, then the LAHD shall refund the difference to the
appellant.

LAHD shall deposit the initial and supplemental fees into the Mello Act
Ordinance Appeals Trust Fund, as described in Section 5.528.1 of the Los Angeles

Administrative Code.
G. A one-time registration fee of $370.00 shall be charged and co][gggg Y

HD each time a certificate of occupancy is issu Affordable
Unit or an Inclusionary Residential Unit. Thereafter, an annggl fee of $370.00 shaII be

charged and collected by LAHD each time the occupancy of an Affordable
Replacement Unit or an Inclusionary Residential Unit is monitored pursuant to Section

12.20.2.2 E 4 of this Code.

Sec.4. The City Clerk shall certify...
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MEMORANDUM New Jersey  Washington, D.C.

June 20, 2006

VIA EMAIL

To: Mello Act Policy Task Force
From: Cindy Starrett

Estela de Llanos
File no:

Copiesto:  Mark Kelly
Subject: County Mello Act Policy

We appreciate the opportunity to supplement our memo of May 25, 2006, in which
we described several policy considerations that we hope the recently-convened Mello Act Policy
Task Force will consider in formulating its Mello Act recommendations to the Board of
Supervisors.

In the County-owned Marina, approximately 1,300 market-rate units are expected to
be proposed under the remaining lease extensions. Application of the County’s current Mello
Act policy to these lease extensions would trigger approximately 130 new low-income units (in
addition to any replacement units, which under the Mello Act do not need to be provided in the
Marina). Recent projects have provided or are expected to provide a number of affordable units.
In addition to generating substantial revenues for the County, the Marina is‘a public recreational
resource protected under the Coastal Act. It includes some of the most expensive and difficult
land to develop within the County and is subject to a number of development constraints, both
legal and political. :

The challenge of the Task Force is to balance these and other important
considerations in formulating its reccommendations. Because the need for new housing has
reached critical proportions, we urge the County to consider the full range of compliance options
available under the Mello Act, especially alternatives capable of generating a greater number of
units at the same cost.

By Allowing Flexible Options For Complying with the Mello Act, the County Can
Provide Affordable Housing Without Reducing Lease Revenues. The potential for generating
affordable housing is greatly increased by allowing off-site compliance options. As described in
the attached analysis by CB Richard Ellis Consulting, the County can provide the required 10%
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low income units elsewhere within the Marina without significantly reducing lease revenues,
even assuming similar land costs and high quality design. Put differently, off-site compliance for
Just half of the anticipated 1,300 market-rate units could save the County as much as $16 million
in net present value of lost lease revenues otherwise needed to make the on-site projects
financially feasible. This is in large part because off-site units can leverage Low Income
Housing Tax Credits and other financing alternatives that are less likely to be available to
projects with a large percentage of market-rate units. Importantly, affordable housing projects
that meet certain criteria can also qualify for streamlined environmental review under the
California Environmental Quality Act. Projects with inclusionary requirements typically do not
meet those criteria.

In Lieu Fees and Off-Site Compliance Are Two Alternatives Available Under the
Mello Act and Used in Other Jurisdictions. In lieu fees and off-site alternatives are permitted
under the Mello Act and are used in other coastal cities and counties to comply with the Mello
Act. Illustrating that there is no “one size fits all” approach to Mello Act compliance,
requirements vary from jurisdiction to jurisdiction. In many cases, cities and counties have
adopted jurisdiction-wide requirements that apply equally within and without the Coastal Zone
(e.g., San Francisco and Monterey County). In other cases, replacement requirements do not
apply because the city is exempt from such requirements under the Mello Act due to a shortage
of vacant land available for residential use (e.g., El Segundo and Manhattan Beach).

Some jurisdictions have made an express finding that off-site alternatives or in lieu
fees are desirable because of their potential to generate a greater number of affordable housing
units. For example, in adopting its affordable housing policy, San Francisco determined that
“[i]f a project applicant may produce a significantly greater number of affordable units off-site[,]
then it is in the best interest of the City to permit the development of affordable units at a
different location than that of the principle project.” Similarly, Monterey County has determined
that the in lieu fees allowed under its inclusionary housing ordinance are “appropriate and
permissible.” Other jurisdictions that allow off-site alternatives and/or payment of in lieu fees
within coastal areas pursuant to their inclusionary housing ordinances include Newport Beach,
Santa Monica, Oceanside, Pismo Beach, Coronado, Del Mar, Encinitas, San Clemente, and Santa
Cruz.

Other jurisdictions have found ways to leverage in lieu fee payments directly or
indirectly into off-site alternatives. One approach has been to allow developers to make a
contribution directly to identified non-profit housing developers or the city/county housing
authority for projects that are viable but need additional funding (e.g., Monterey County).
Another approach has been to create an “affordable housing trust fund” that can be used to create
and maintain affordable housing within the Coastal Zone (e.g., San Francisco and Santa Cruz).
The Mello Act gives the County flexibility to implement these kinds of programs,

Done Right, In Lieu Fees and Off-Site Alternatives Can Provide High-Quality
Alfordable Housing with Important Amenities, as Well as More Affordable Units. Affordable
housing projects are not, by definition, low quality housing projects. The attached photographs
show examples of high quality affordable housing built by Bridge Housing at Irvine Ranch. (See
attached photographs of recent Bridge Housing project.) As affordable housing developers
know, off-site projects that are 100% or substantially affordable can be beautifully designed and
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can [eature amenities specifically tailored to meet residents’ needs. For example, projects can be
designed [or especially for families by including computer rooms, homework centers, day care
facilities or playground equipment that might not be included in a high-end luxury project geared
more towards affluent prolessionals or retirees. This kind of special focus on well-designed,
high quality amenities geared towards particular resident populations is the hallmark of such
affordable housing programs as Century Housing's “More Than Shelter” program. (See attached
Century Housing materials.)

The County's Mello 4ct Policy Must Be Reconciled with State Density Bonus
Requiremenis. The County is currently considering an ordinance to implement SB 1818, which
amended the state density bonus law that requires the County to provide developers with a
number of incentives if a project includes an affordable housing component. The incentives vary
according to such factors as the percentage of affordable housing that is proposed, whether the
units are for very low-, low-, or moderate-income households, and whether a project is for-sale
or for-rent. The changes required by SB 1818 generally make it easier for developers to qualify
for incentives, which improve the feasibility of providing affordable housing. Notably, SB 1818
allows the County to provide incentives to developers that donate off-site land for purposes of
developing affordable housing and to projects that include housing for moderate income
households,

The County should ensure that any changes to the Mello Act policy are consistent
with the County’s SB 1818 implementation ordinance, which we understand the Board of
Supervisors is scheduled to consider in late July. Activities that generate incentives under the
state density bonus law - such as donations of off-site land and reservation of units for moderate
income households — should be permitted and encouraged under the County’s Mello Act policy.
Because the Mello Act states that “local governments shall offer density bonuses or other
incentives, including, but not limited to, modification of zoning and subdivision requirements,
accelerated processing of required applications, and the waiver of appropriate fees” for new
housing developments, any revisions to the current Mello Act policy should permit developers to
take advantage of the full menu of incentives required under state law.

The County's Policy Should Be Based on Input from All Stakeholders. We strongly
urge the Task Force to solicit input from stakeholders, including housing developers, affordable
housing advocates, as well as non-profit housing developers and investors, Our experience on
other housing projects and initiatives shows that the relevant policy issues and technical -
questions are best explored through a dialogue among diverse parties. Affordable housing
developers, for example, can help identify compliance options and address the mechanics of
affordable housing, while investors can address the rate of return required as a practical matter
for economic feasibility. Together with these parties, the County can identify other alternative
sites and potential development partners for Mello Act compliance either within the Marina,
elsewhere within the Coastal Zone, or within three miles thereof,

LAM593835.4
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Potential Approaches Under the Mello Act. In lieu fees and offsite alternatives,

based on appropriate findings, are important tools for the County to consider in protecting its
Marina-based revenues. Below are just some of the potential compliance options available under
the Mello Act, which we hope the County will consider.

» On-site Moderate Income Housing and Tiered Percentage Requirements. On-
site compliance could expressly permit developers to set aside units for
moderate income households, rather than just low income households. The
County could also consider requiring lesser percentage requirements for low-
income housing than for moderate-income housing,

»  Off-site Joint Development by Marina Lessees of Marina Parcel. The County
could assist in identifying a site within the Marina to serve as the location for an
affordable housing project that would be built using contributions from Marina
lessees.

» Requirement for Market-Rate Developers to Partner with Affordable Housing
Developers for Off-site Projects. The County could allow market-rate
developers to partner with affordable housing developers to provide the required
number of units off-site, either within the Marina, elsewhere within the Coastal
Zone, or within three miles of the Coastal Zone.

» Creation of Affordable Housing Trust Fund to Allocate In Lieu Fees Towards
Identified Off-site Projects. The County could establish an “affordable housing
trust fund” to ensure that any fees collected for the purpose of providing
affordable housing are used to build affordable housing. A list of eligible
projects could be maintained to ensure that any funds are used to build housing.

We continue to hope that the Task Force’s recommendations include clear
guidelines and flexible options for complying with the Mello Act. By establishing a consistent
methodology for determining feasibility and allowing developers to comply with Mello Act
requirements through a number of alternative compliance options, the housin g supply — both
market rate and affordable — can be increased.

LA\I593835.4
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CB RICHARD ELLIS CONSULTING '
CBRE

CB RICHARD ELLIS

355 South Grand Avenue, Suite 1200
Los Angeles, CA 90071-1549

T 2136133750
F 213613 3780
www.cbhre com

June 20, 2006

Mr. Mark D. Kelly

5r. Vice President - Development
Lyon Capital Ventures

4901 Birch Street

Newport Beach, CA 92640

Re: Benefits of Offsite Affordable Housing For Los Angeles County Marina Del Rey

Dear Mark:

With approximately 1,300 new housing units proposed for development in Marina del
Rey, the County compliance with the Mello Act may require 130 affordable low
income units (10%) to be developed. There are tremendous financial advantages to
the County associated with providing offsite units as compared to a mandatory
inclusionary policy. Although we cannot predict how many units will be developed
using Type | construction versus cheaper Type V construction, per your request we
have analyzed just the financial impacts to the County assuming 650 new units with
Type |1 construction providing 65 on-site affordable units versus providing 65 offsite
Type V construction units off-site elsewhere within the Marina.

The County's cumrent policy provides for an in lieu fee of $7.11 per square foot, which
would generate approximately $10 million based on an average +1,000 sf unit size
($7.100 per unit). New projects have been designed to be feasible within a
reasonable range of this fee.

Onsite Units

By requiring onsite inclusionary units for expensive concrete and steel construction
mid-rise projects, the cost to build each unit is approximately $450,000. After
deducting the estimated $50,000 market financing value generated by low income
rent levels, it leaves a $400,000 subsidy per unit. For 45 affordable units, this would
require approximately $26 million in total subsidly.

Offsite Units

By developing offsite affordable projects with 3-4 story wood-frame construction,
units could be built for an average cost of $275,000/unit - including land). After
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deducting the market value of $50,000 per unit, the net subsidized cost is $225,000
per unit, or 55% of the cost for Type | construction.

By developing 100% offsite affordable units, the Project would likely qualify for 9%
LIHTC tax credits, which would provide approximately $110,000 per unit in equity, or
45% of the net costs, Combined with the lower construction costs, 65 units could be
built with a total private investment of $7.5 million.

Net Savings to County/Developer

As shown in Table 1, an inclusionary policy for 10% low —-income units could result in
up to a $18.5 million extraordinary cost to the development community above the in
lieu fees, making these projects infeasible without County rent adjustments. Offsite
units would require only $2.5 million increase in funding, a savings of $16 million that
could be applied fo add more affordable unifs or helping enable the County to
minimize the financial impact on proposed ground rent levels.

Table 1
Cost Comparison of Offsite vs. Onsite Units*

Onslte Ofisite Net Change
65 Low Income Units
Total Dev. Costs $26,000,000 $17,500,000 10,000,000
Financing Value 2,500,000 2,500,000 -
Net Subsidy Required $23,500,000 $15,000,000 10,000,000
Tax Credits - 7,500,000 7,500,000
Net Cost $23,500,000 7.500,000 17,500,000
Cumrent In Lieu Fees $5,000,000 $5,000,000 -
Loss of County Rent _
For Feasibility $18,500,000 $2,500,000 $16.000,000

“llustrates impact of 10% onsite affordable on Type | construction projects. The cost
differential for onsite Type V construction would be significantly less, but still material.

Other Impacts
County ground rent is based on gross rental income received. We note that market

rents have historically grown at several percentage points faster than median
income. Therefore, under an on-site inclusionary scenario, the County will not only



STDRIHT AR

4 AOTHR AT

CBRE

CB RICHARD ELUIS

Mark Kelly
June 20, 2006
Page 3

lose the 10.5% ground rent differential between current market rents and affordable
rents, but this rent loss will widen substantially over the long-term. '

In conclusion, there are major financial benefits for providing offsite affordable units
as the County considers its Mello Act policy.

If you have any questions, please do not hesitate to call me.

Sincerely,

L -

-—_— toghs =P
S e

PENEN

{ ;

.

Thomas R. Jirovsky
Sr. Managing Director.
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Mate Than Shelter - Century Housing Page 1 of 2

Affordable Housing
Lending

More Than Shelter®
Housing Services
Savings to Society
Developments Map
Get Involved

Join Qur Mailing List

Google

Google; Searci:, . |
. www
@ Century's Site
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Today

Home | About Us | Events Calendar I Prass Room | Links | FAQ ! Slte Map | Contact Us

motre thamn Ahclten:

Century funded affordable housing developments include
More Than Shelter®.

At Century, we help create affordable, quality, aesthetically s ;s

pleasing housing, We work with developers and the MOR?‘

adjacent community lo include what we call More Than

Shelter amenities designed to assist residents—from SHE %R
toddlers to seniors—with services and features they need R W
most, such as child development centers, after-school

academic tutoring, recreational facilities, and computer rooms. Other More Than
Shelter programs Include life-enhancing services and activities for seniors, construction
job training and placement, and transitional housing and services for formerly homeless
veterans. We believe that these More Than Shelter amenities turn a building into a
home and a development Into a community.

To help support these Important programs,
Century Housling created The More Than Shelter
Fund, devoted to raising operating and capital
funds to create More quality child development
centers, More after-school tutoring programs,
More wellness programs far seniors, More
construction job training and placement for local
residents, More transitional housing for families
and individuals...More Than Shelter.

To leam more about how you can help support The Mora Than Shelter Fund, please
visit The Fund's website at www.morethanshefterfund.org.

More Than Shelter services include:
Child Development * After-School Academic Tutoring

Transitional Housing & Homeless Vetaran Services
Senjor Wellness » Job Training & Placement

http://www centuryhousing.org/mts htm 6/9/2006
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Recent More Than Shelter innovations:
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¢ The Cabrillo Plaza Apartments, the latest phase of development at the Century

Villages at Cabrillo, featuring rental units for 200 formerly homeless veterans
transitioning back into society by paying rent according to their income.

* The Burbank Senior Artists Colony, an affordable 141-unit senior apartment

complex in Burbank, includes a 45-seat thealer and screening room, two fine arts
studios used for art classes and as free studio space for resident artists, gallery
space that displays resident art, a media aris complex with a digital video editing
bay, and a computer center. Also onsite is the Mora Than Shelter For Seniors®
(MTSFS) program, offering classes ranging from health and fitness to computers.
An onsite library will soon offer an intergenerational read aloud program with a
Burbank Unified School District kindergarten next door to the Senior Artists
Colony.

Three Centuryll.eaming Initiatives For Today® (Century/LIFT®) Teen Ganters,
located in affordable apartment complexes, designed specifically for teens

seeking homework assistance, college and financial aid application guidance,
and a safe place to spend after-school time.

* The Century Community Training Program (GCTP), which has graduated more

than 1600 community residents in 15 cities to prepare them for construction trade
apprenticeships. More than 1,300 have been placed in building trade jobs,
increasing their eaming potential—17% of them women.

Home | About Us | Events Calendar | Press Room | Links | FAQ | Site Map | Contact Us

Affardable Hausing | Lending | Loans | Century Community Development, Inc.
Century Community Lending Co. | Resident Services | Affordability Monitoring
Homeownership Counseling | Homeowner Support | Tenant & Landlord Support
Help During Transition | Properties far Sale | Child Development | Academic Tutoring
Century Community Charter Schaol | Job Placement & Economic Oppartunity
Veterans Services | Seniors Wellness | Savings to Society | Get Involved

Contact Our Webmaster | Join Our Mailing List | Our Privacy Policy

This site is best viewed with Macromedia’s Flash Plug-in. Download it here.

http://www.centuryhousing.org/mts him 6/9/2006
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MEMORANDUM New Jarsay Washington, D.C.

May 25, 2006

To: Richard S. Volpert

From: Cindy Starrett

Estela de Llanos

File no:

Copies to:  Mark Kelly

Subject: Policy Considerations for County Mello Act Compliance Alternatives

L INTRODUCTION

We understand that concerns have been raised in the context of several proposed
Marina del Rey projects about the County existing Mello Act policy, and that the County has
convened a staff Task Force to review Mello Act issues. We further understand that the Task
Force is scheduled to report back to the Board of Supervisors soon with recommendations
regarding the County’s existing policy, which was adopted in 2002. As you know, we were
recently retained by Lyon Villa Venetia — which is currently working with the County on a
proposed project — to review these issues. We hope that input from stakeholders, including
housing developers, affordable housing advocates, and non-profit housing developers, will be
considered by the Task Force before any recommendations are completed. We attended
yesterday’s excellent presentation on this issue at the Regional Planning Commission, and
appreciate the Commissioners’ identification of many complex issues in this arena.

Our recent experience with the application of the Mello Act, including in the Venice
area of the City of Los Angeles, confirms the need for flexibility in its application. The Mello
Act is intended to provide local jurisdictions with discretion in imposing affordable housing
requirements in the Coastal Zone, because each situation presents some unique facts and public
policy considerations. We do not believe the County is legally required to reexamine the
existing rules, upon which developers of proposed projects have reasonably relied. Given that
the Task Force is proceeding, however, this memo summarize® several public policy goals which
we hope that the Task Force will consider in its deliberations. We also request an opportunity to
meet with the Task Force to discuss these issues in detail. We appreciate your invitation to
present this brief summary in connection with that request.

LA\I583219.3
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II. POLIC‘_!’ ISSUES AND CONSIDERATIONS

“feasible”,

A central premise of the Mello Act is that affordable housing can be required only if
a statutorily-defined term that requires decision-makers to consider whether a project

can be successfully completed within a reasonable period of time, taking into account economic,
environmental, social and technical factors, Some of these factors which the County should
consider in reviewing its existing policy are as follows:

LA\I583219.3

The County of Los Angeles is Uniquely Situated as Landowner. In other Mello Act
contexts the economic impact of any required subsidies or contributions impacts
primarily the landowner and/or developer, by requiring reductions in land costs and
reducing the retumn on the projects. However, the County’s experience as landowner
for many years has been that rents from the Marina have served as a substantial
source of the County’s unrestricted funding. These monies contribute to the County's
overall budget, which is used to fund important County-wide programs, including
health care and other social services that benefit low and moderate-income
individuals and families throughout the County. For example, for the current fiscal
year, over 50% of Marina del Rey ground rent proceeds will be transferred from the
County of Los Angeles General Fund to the County Department of Health Services.
To the extent that feasibility constraints require reductions in ground rents so that
affordable housing can be provided within Marina del Rey, funding for these services
and other County purposes will also be reduced.

The Most Expensive Solution, with the Highest Subsidy Per Unit, Is Not Necessarily
the Best or Only Outcome Under the Mello Act. Experts concur that the cost of
producing housing, as well as market prices, are extraordinarily high at this time,
particularly in high-end luxury projects such as those proposed for the Marina. If
each individual project has a maximum amount of subsidy it can afford to provide to
affordable housing before the project becomes infeasible — even if that subsidy
amount can be increased by reducing the County’s ground rent and long-term income
from the project — the Mello Act clearly permits the County to consider whether it is
always preferable to expend those dollars on-site at very large subsidy per unit costs,
or whether other alternatives should be available.

The Supply Of Affordable Housing Units Should Be Expanded, and the Cost Per Unit
Must Be Considered. The County’s review of Mello Act compliance must be guided
by a clear statement of its public policy goals. We believe that appropriate goals are
to maximize the production of affordable housing within the Coastal Zone and three
miles thereof — as provided by the statute — without reducing the County’s ability to
generate funding for County-wide public benefit programs. The County may also
consider policies that improve housing opportunities for moderate income
households, which may include teachers, police officers, health professionals and
other public employees. ’

Off-Site Compliance Both Within and Near the Marina, As Well As In-Lieu Fees, Are
Essential Options, Particularly in Cooperation with the County and Non-FProfit
Housing Developers. Some affordable housing advocates are appropriately

2
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concerned about the ability to achieve production of off-site housing units and the
ability to utilize in-lieu fees for housing production. We believe the County can assist
with initiatives to facilitate identification of land for off-site affordable units, both
within the Marina and nearby, as well as expediting entitlements for such projects.
Indeed, some non-profit housing developers may be able to utilize the additional
funding and assistance which Mello-based contributions can provide for affordable
housing projects which are otherwise viable but need additional funding. Guidance
by the Task Force to assist in land identification (both vacant or under-utilized parcels
as well as sites that can be reused to allow for highest and best use), entitlement
expediting and cooperation with non-profit housing developers could greatly increase
the pace and number of affordable units that could be produced.

s The Coastal Act and Complications with Density Bonuses are Legitimate
Considerations in Determining Feasibility for Mello Act Compliance. Housing
developments within the Coastal Zone are subject to a number of restrictions and
requirements that must be considered when analyzing the feasibility of on-site
affordable housing. In some situations, density bonuses may be legally obtainable but
practically of limited economic benefit, for example if they mandate subterranean
parking (difficult in high water table areas like the Marina) or more expensive
construction types. Existing LCP provisions for housing can be difficult to change.
The Califomia Environmental Quality Act, the Coastal Act, state and local general
plan requirements and other regulations all place legal, political and practical burdens
on projects which must be considered under the Act’s definition of infeasibility.

o All Stakeholders, Including Financing Sources and Housing Developers, Need
Certainty as to the Cost of Mello Act Compliance. The existing policy has the very
positive consequence of creating certainty for the development community as to what
requirements will apply to future projects. Without such certainty, projects may fail
with prolonged predevelopment expenses and difficulty in securing the necessary
financial backing to build more housing. By defining feasibility in terms of whether a
project can be completed in a “successful” manner within a “reasonable” period of
time, the Mello Act acknowledges the need for certainty and predictability. Without
a clear policy, housing production will be stifled. Certainty and predictability can
achieved by retaining an in lieu fee provision or establishing a running inventory of
acceptable alternative sites and projects.

» The County Must Clearly Define Feasibility Criteria. Prolonged debate over a
specific project’s feasibility can cause developers and housing advocates alike to
spend inordinate resources on lengthy reports, dueling experts and litigation, while
the housing crisis continues to deepen. The County has discretion to limit debate by
adopting a uniform methodology for making feasibility determinations based upon
objective parameters and establishing a clear process for staff review.

m. CONCLUSION

The County’s existing policy correctly reflects its discretion under the Mello Act,
which does not establish a “‘one size fits all”” mechanism for providing affordable housing within

3
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the Coastal Zone. Rather, jurisdictions are permitted to adopt policies and ordinances that are
specifically tailored to address local needs. As Marina landowner and lessor, the County can
appropriately balance its need to maximize revenues for County programs with providing
affordable housing within the Coastal Zone and permit flexibility in its compliance programs to
maximize the supply of affordable housing without limiting the new market rate supply.

We look forward to discussing these issues further with you.

LAVI583219.3



Venice Community Housing Corporation
720 Rose Avenue, Venice, Galifornia 902q1-2710

Tel: (310) 399-4100 Fax: (310) 399-1130
Web: www.VCHCorp.org

August 30, 2006

Supervisor Gloria Molina

Supervisor Yvonne Burke

Supervisor Zev Yaroslavsky

Supervisor Don Knabe

Supervisor Michael Antonovich

856 Kenneth Hahn Hall of Administration
500 W. Temple Street

Los Angeles, CA 90012

Re: Proposed Marina Del Rey Affordable Housing Policy
Dear Honorable Supervisors:

This letter is written on behalf of the Venice Community Housing Corporation to urge that the
Board of Supervisors reject the proposed Marina Del Rey Affordable Housing Policy (“Policy)
presented to the Board of Supervisors on or about June 22, 2006 and direct the Chief
Administrative Officer to substantially revise the policy so as to promote rather than frustrate the
production of affordable housing within the Marina.

The Venice Community Housing Corporation (VCHC) is a community based, nonprofit housing
and community development corporation dedicated to the creation and preservation of housing
affordable to low income people in Venice and surrounding neighborhoods. Since its formation
in 1988 we have constructed, acquired, rehabilitated, and own and operate 161 units of affordable
housing in Venice and Mar Vista. 75% of our residents have incomes less than 50% of the
median. Since 1995 we have developed other programs and assets that address critical needs of
our community including a comprehensive youth development program for “at risk” and gang
affiliated local youth, after school programs for children 6-12 years old, and the first and only
infant-toddler child care center in Venice that is free to low income families. VCHC also
contracts with the City of Los Angeles to provide free home repairs to low income senior and
disabled homeowners living on the west side through the City’s Handyworker program.

As Venice residents and as nonprofit, affordable housing developers, we at VCHC are distressed
that the proposed Policy does not reflect the intent of the Mello Act and other state and local laws
which clearly establish the importance of the preservation and creation of affordable housing in
the Coastal Zone and throughout the County.



At the most basic level, the question must be asked. What is the Policy trying to accomplish? If
it is to interpret the Mello Act in a way that will minimize the obligation to provide affordable
housing within the Marina and maximize the profit that developers will reap from leasing and
developing this public land, the Policy succeeds admirably. If, however, the County is trying to
advance public policy that recognizes that “there exists within the urban and rural areas of the
state a serious shortage of decent, safe, and sanitary housing which persons and families of low or
moderate income can afford, and consequently a pressing and urgent need for the preservation
and expansion of the low- and moderate-income housing supply”, the proposed Policy is wholly
inadequate.

The following comments focus on only the major weaknesses of the proposed Policy, including
in some instances, direct disobedience to the requirements of the Mello Act.

Concerning the replacement of affordable units demolished within the coastal zone, the proposed
Policy seeks to exempt from replacement all of the following;

1. Units occupied by resident managers, regardless of whether the manager is, as is often the
case, also a tenant ;

2. Units occupied by students regardless of their economic status if their parents have higher
than moderate incomes and claim them as dependents on their income tax return or act as
guarantors on their lease agreements;

3. All units vacant at the time “term sheet” negotiations between the developer and the
County commence;

There is nothing in the Mello Act that authorizes these exemptions. There is no public policy that
is furthered by allowing these units not to be included in the analysis.

Notwithstanding the intention of the Mello Act to preserve existing affordable housing within the
Coastal Zone and the intention of state density bonus law to increase the supply of affordable
housing by permitting additional market rate units to developers who will include affordable units
within their developments, the proposed Policy permits the developer to satisfy both requirements
with the same affordable units. In other words, “double dipping” to maximize the developers
profit and minimize the number of affordable units required. Clearly such a result frustrates the
public policies underlying both state laws. In fact, the Mello Act expressly provides that the law
“is not intended and shall not be construed as a limitation or constraint on the authority or ability
of a local government as may otherwise be provided by law, to require or provide low — or
moderate-income housing within the coastal zone which is in addition to the requirements of this
section.”

The proposed Policy provides that replacement units are required to remain affordable for only 30
years. There is nothing in the Mello Act that authorizes such a limitation and there is no public
policy that is furthered by limiting affordability for only 30 years. On the contrary, the affordable
housing crisis and the inability of the market to provide affordable housing demands that
replacement units be affordable in perpetuity or at least as long as the land lease agreements
between the developers and the County are in effect.

Finally, the proposed Policy would allow the replacement requirement to be satisfied not only by
construction of new replacement units, but also by “substantial rehabilitation of existing units. In
other words and in effect, the Policy would allow for the actual diminution of the supply of
affordable housing if it would advantage the developer. Nothing in the Mello Act can be
construed to authorize such an outcome, one that would again be contrary to the unambiguous
intent of the Mello Act and other state and local law.



The proposed Policy is equally flawed in its provisions regarding the inclusion of affordable units
In new construction projects in the Marina.

The proposed Policy does not require that any affordable units be included no matter how big the
new housing development or how many units are included. It only sets as a “goal” the inclusion
of 5% very low or 10% low income units. In order to determine the actual number, if any, the
proposed Policy provides for a feasibility analysis on a “case by case” basis based on information
provided by the developer! This is the same kind of “policy” that resulted in the inclusion of no
affordable units in any new construction project in the Coastal Zone of the City of Los Angeles
for years. The reason is obvious. A developer’s financial feasibility analysis rests on
assumptions he makes and those assumptions can be manipulated to his benefit. Those
assumptions may be buried in the proforma. They may not be reasonable and may not even be
disclosed. The developer’s numbers in every instance will demonstrate that it will not be feasible
to include any affordable units in the pending project. And it will be virtually impossible for an
administrative body to prove otherwise. After all, what is a fair return on investment? Who can
say with certainty what construction costs will be next year or the year after, or the market value
of condominiums years into the future?

Recognizing the inherent problem with a “case by case” analysis based on information provided
by developers, the City of Los Angeles finally did its own assessment and made a categorical
determination that for all new construction projects of 10 units or more it is feasible for the
developers to make 20% of the units affordable to low income people or 10% of the units
affordable to very low income people. And that provision of the Los Angeles City policy is a
requirement not a “goal”. The County should do no less.

As with the Policy for replacement units, the Policy for inclusionary units provides that the “goal”
may be satisfied by rehabilitating existing units rather than creating new units, allows for double
counting of the same affordable units to satisfy both Mello and Density Bonus law, and limits the
affordability restriction to 30 years. And for the same reasons, the Policy as proposed is fatally
flawed.

Finally, in determining the size of the new development for purposes of calculating the
percentage of affordable units to be included, the Policy directs that wherever an existing housing
development is demolished to make way for the new construction, the number of units to be
demolished is subtracted from the number to be built. So, for example, if a 20 unit building is
demolished to build a new 20 unit building, none of the units need be affordable. There is
nothing in the Mello Act that would justify or permit such an outcome. It is, like so many other
provisions of the proposed Policy, designed circumvent the clear intention of the law and to
minimize the developer’s obligation to provide desperately needed affordable housing on the
Westside of Los Angeles. -

Venice Community Housing Corporation urges that the Board of Supervisors determine that the
Policy as proposed is unacceptable and direct that the Chief Administrative Officer revise the
Policy to further the important goal of expanding the amount of affordable housing in the Marina
by making the following revisions:

Regarding replacement units:

1. eliminate the exemption for managers’ units unless the unit is provided soley as an incident of
employment;

2. eliminate the exemption for units occupied by students;



3. eliminate the exemption for vacant units:

4. eliminate the double dipping provision that permits a developer to count required affordable
replacement units as affordable units for purposes of density bonus calculation; ‘

5. require replacement units to be affordable in perpetuity;

6. require new units when replacement units are required and forbid developers from satisfying
their obligation by refurbishing existing units.

Regarding inclusionary affordable units in new construction:

I. make a categorical finding that it is feasible to include affordable units in all new construction
projects of 10 units or more;

2. require (not set as a “goal™) that 20% of the units be affordable to low income people or 10%
of the units be affordable to very low income peaple;

3. eliminate the double counting provision re Mello and Density Bonus law;

4. require that the units be affordable in perpetuity;

5. require new units and not the refurbishment of existing units

6. do not permit units to be demolished to be subtracted from units to be constructed in
determining the number of affordable units to be included in the new development.

Thank you for your consideration of these comments. We look forward to working with the
County to craft a Policy that accurately reflects the intent of the Mello Act, furthers the .
underlying public policies that it was intended to address and truly responds to the housing crisis
that exists in Los Angeles County today. ‘

Very truly yours,

Steve Clare
Executive Director
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DALE J. GOLDSMITH LOS ANGELES, CALIFORNIA 90024 Tel: (310) 209-8800
DIRECT DIAL: (310) 209-8807 Fax; (310) 208-8801
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October 25, 2006

Via E-MAIL

Mr. Santos Kreimann

Chief Administrative Officer
County of Los Angeles

Hall of Administration, Room 754
500 W. Temple Street

Los Angeles, California 90012

Re: Proposed Marina del Rey Affordable Housing Policy

Dear Mr. Kreimann:

As you know, we represent Legacy Partners (“Legacy”), which is seeking to develop a
526 unit apartment units, 174 boat slips and a restored wetland park and public boats slips on
Marina del Rey Parcels 10R, FF and 9U. We are writing on behalf of our client to provide
additional comments on the draft Marina del Rey Affordable Housing Policy (“Draft Policy”)
released by the County Task Force in June, 2006.

As a general matter, Legacy supports the Draft Policy and commends the Task Force for
its efforts. However, in light of the unique environmental, social and economic considerations
factors that make the development of affordable housing in the Marina difficult, we encourage
the County to consider a more flexible approach to Mello Act compliance, as outlined in Estella
de Llanos’ October 20, 2006 letter to you on behalf of Lyon Capital Ventures. We are in
agreement with all of the points in Ms. de Llanos’ letter and believe that providing developers
with additional options will result in the development of more affordable housing at lower levels
of rent concessions by the County.

The City of Los Angeles has recently prepared a draft ordinance to replace its outdated
Interim Administrative Procedures for Implementing the Mello Act. Among other things, this
draft ordinance exempts new apartment projects from Mello Act compliance because the City
found that high cost of development makes the provision of affordable units categorically
infeasible. This finding is based on an expert study by Hamilton, Rabinovitz & Alschuler. The
draft City ordinance allows condominium developers to provide the required affordable unit off-
site or pay an in lieu fee that could be leveraged to provide more affordable units than could be

achieved through an on-site inclusionary requirement. We believe that County should consider
the City’s approach to these issues in developing its own Mello Act policy.
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Mr. Santos Kreimann
October 25, 2006
Page 2

We are pleased that the Draft Policy recognizes the County’s unique position as land
owner and calls for rent concession to enable applicants to meet Mello Act inclusionary housing
requirements. However, we are seeking clarification of the statement in the Executive Summary
that rent concessions shall not be available with respect to replacement housing obligations under
the Act. We take this sentence to mean that the County will not provide rent concessions solely
for replacement units, but that the provision of replacement units will be a factor in calculating
the level of rent concessions for inclusionary unit. The Mello Act provides that the inclusionary
unit only need to be provided where feasible. Obviously, the economic cost of providing the
replacement units, as well as the inclusionary units, is a critical factor in determining feasibility.

Thank you for your consideration. We would be pleased to provide any additional
information that you or the Task Force may require.

Very truly yours,
Dale ldsmith

cc: Honorable Board of Supervisors
Julie Moore
Larry Hafetz, Esq.
Tom Faughnan
Legacy Partners



= C/o Mr. Timothy C. Riley, Executive Director
Marina del Rey 8537 Wakefield Avenue

Panorama City, CA 91402

I&ms ASSOCiﬂtiﬂ‘l Telephone: B18-891-0495; FAX: B1B-891-1056

October 5, 2006

Mr. Santos Kreimann

Chief Administrative Office

754 Hahn Hall of Administration
500 West Temple Street

Los Angeles, CA 90012

Dear Santos:

The Marina del Rey Lessees Association wants to take this opportunity to thank the members
of the County Task Force on Affordable Housing for their thoughtful work on revisions to the
County’s Affordable Housing Policy for Marina del Rey.

We were pleased to participate in the Public Forum on this important issue. After further
consideration, the Association would like o propose that the Task Force also reconsider
provision of an in lieu fee as an option for inclusion as an altemative to the provision of
replacement and inclusionary affordable units on-site or off-site by the developer.

The Mello Act contains a provision for an in fieu fee. Existing County policy also called for the
utilization of an in lieu fee. Many jurisdictions include payment of an in lieu fee in their own
local affordable housing ordinances.

The in lieu fee approach deserves oonsideraﬁon because provision of such a fee would
stimulate the production of a larger number of affordable units outside the Coastal Zone than

would be financially possible either on-site within Marina del Rey or could be provided by the
developer off-site within three miles of the Coastal Zone.

Each developer and each project is unigue, and we believe that the in lieu fee would be an

appropriate approach to the provision of affordable housing, and that payment of an in lieu
fee is consistent with the Mello Act.

Thank you for your consideration.

Sincerely,

"DMGZW&

David O. Levine
President, Marina del Rey Lessees Association

Cc: Members, Los Angeles County Board of Supervisors
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Marina del Rey Affordable Housillg Policy
Statement by David Levine, President of the Marina Lessees Association

Good evening, Task Force members. My name is David Levine. I
will be addressing you this evening as current President of the
Marina del Rey Lessees’ Association and as a representative of the

ownership of the Del Rey Shores Apartments.

Your Task Force is to be congratulated for formulating a Draft
Affordable Housing Policy for Marina del Rey which is in all ways
compliant with the Mello Act, yet which provides the County of
Los Angeles and its lessees in Marina del Rey a flexible
framework within which diverse projects can achieve such
compliance. Our recent experience with the myriad Mello Act
compliance issues affecting the redevelopment of the Del Rey
Shores apartments has shown us that the Mello Act is careful to
give local jurisdictions wide discretion in complying with
affordable housing requirements. As a result, no two jurisdictions
in California comply with the Act in the same way. It is important
" to emphasize that the Mello Act does not prescribe only one
rheans to comply with the Act, and that multiple unique projects

can differ in many critical elements and still all be consistent with

the Mello Act.
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This is particularly important with regards to articulation of an
affordable housing policy in Marina del Rey, which is owned by
the Countf of Los Angeles. Marina del Rey is the largest income-
producing asset owned by the people of the County of Los
Angeles, all 13 million of them. While some existing Marina
tenants may wish to keep their rents at relatively low levels, there
are many hundreds of thousands of County residents who rely on
vital County social services who will benefit from the substantial
County revenue that will be generated by redevelobment of the
Marina’s aging apartment complexes. In fact, over 50% of the rent
generated by the leaseholds in the Marina to the County is
transferred to the County’s Department of Health Services, so the
County has a special social interest in generating increased revenue
from the Marina. It is simply a fact of life that for every two
dollars in rent. foregone by the County to subsidize individual
affordable units in the Marina, there will be over one dollar of lost
revenue denied to support health services for millions of County
resg:\iilgs\&iﬁom Long Beach to Lancaster, from Mar Vista to
Moreover, the housing shortage in Los Angeles County extends
above and beyond the availability of units to low-income
individuals and families to all rental units available at many

different levels of affordability.  Therefore, the Affordable
Housing Policy for Marina del Rey must provide the County of
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Los Angeles and its lessees with the flexibility to stimulate the
construction of market-rate units as well as the provision of
affordable units. Unless investors are assured of market-rate
returns, redevelopment of the Marina will not take place.
Meanwhile, the Marina’s aging apartment stock will continue to
deteriorate, without the addition of badly-needed market-rate

apartments or the contribution of affordable housing units.

It is therefore incumbent upon all parties within the County family
and within the Marina del Rey community to bear in mind that
development in the Marina must strike a sensitive balance between
oftén—competing interests and values. The social good of
providing affordable housing must be weighed against the social
cost of subsidizing affordable housing. = The disruption new
construction causes must be weighed against the improved quality
of life the community will enjoy from renovated and new
residential and commercial developments in the neighborhood.
The Board of Supervisors has the right, indeed the responsibility,

to frame the affordable housing policy discussion in this larger

context.

Consistent with Mello Act requirements, the Draft Policy:

a.  Provides a clearly defined process for determining, on a case-

by-case basis for each project, whether it is feasible for
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Marina developers to provide affordable units on-site in new

residential projects;

b.  Establishes a credible tenant income survey process, based
upon the precedents and practices of other jurisdictions, for
determining existing “replacement units” per the Mello Act,
and contains clear procedures for the identification,
development and maintenance of replacement units within
new projects, or off-site, if it is determined, on a case-by-case
basis for eacfl project, that on-site provision of replacement

units is not feasible;

c. Contains a  straightforward, Mello  Act-consistent
“inclusionary” affordable housing program for new
residential projects in the Marina: i.e., at least 5% of the net
new incremental units must be designated to very low-
income households, or at least 10% of the net new

incremental units must be designated to low-income
households; and,

d. Provides Marina developers sufficient flexibility to construct
the “inclusionary” affordable units off-site, within the
Coastal Zone or within three miles thereof, if it is
determined, based on the results of a feasibility analysis to be
performed on a case-by-case basis for each project, that

providing the inclusionary affordable units on-site is

infeasible.
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We live in a lesé than perfect world. Perhaps none of us will, or
can, be happy with each and every provision of the Policy. But we
all have a vested interested in making this policy work, in
increasing the total housing stock, in providing more affordable
housing, in keeping redevelopment projects viable, in realizing the
redevelopment envisioned in the Coastal Commission-certified
Local Coastal Program, in generating much-needed support for a
range of vital County sqcial services. We believe that the draft
Affordable Housing Policy under discussion tonight achieves a

balance which is consistent and compliant with the Mello Act.

Hi#



ATTORNEY CLIENT PRIVILEGED DISCUSSION DRAFT

County Mello Policy
September 7, 2006

« My name is Peter Zak, speaking on behalf of the Villa Venetia
project. We are working hard on this project and are very proud of
our top-quality design which we presented to the DCB last week.
We absolutely recognize the importance of affordable housing in
this region. This isn’t lip service; we take responsibility to help to
find solutions and in fact several of us have worked on other
market rate projects that included affordable housing. We will
draw upon that commitment and experience at Villa Venetia. We
support the proposed draft Policy because we believe it seeks to
provide the greatest net benefit to the community, including
affordable housing advocates, because it allows for flexibility and
a case-by-case analysis of the facts presented by each project in

determining the best way to support affordable unit production.

LA\ 6250182



e We understand that some tenants who currently live here in the
Marina, including in our existing units, don’t want change because
they hope that without redevelopment, the status quo and existing
rents will continue. However the Marina’s experience with
redevelopment projects is that they do create income-restricted
units as well as new, high-quality housing stock to replace the
older existing units which date from lthe 60s and 70s here in the
Marina. The five projects approved in recent years have led to 179
income-restricted affordable units, and the several projects which
are now in the approval process — including our Villa Venetia
project --are all planning to support affordable housing. The
current draft Policy offers a fair and predictable process for
determining feasibility and correctly recognizes that off-site

alternatives may be appropriate depending on the facts.

e The way to create more deed-restricted affordable housing is to
allow redevelopment. In fact, the only deed-restricted units that

exist in the Marina today exist because of redevelopment.

LA\I625018.2



Additional redevelopment will create new deed-restricted units,
while providing the additional benefits of increased lease revenues
to the County, new or improved public access; and coastal
recreational opportunities, improved infrastructure, consistent with

County Marina and Coastal Commission policies.

e The County is doing the right thing by balancing competing goals
and supporting redevelopment with appropriate consideration of
affordable housing. We support those efforts and look forward to
continuing toward our goal .of maximizing the number of units we
can feasibly support while still ensuring an appropriate return to
the County and to justify our investment in new public
infrastructure and environmental benefits for the Marina and all of
its stakeholders. We think the current draft Policy will allow that
positive outcome and allow the County to continue to generate
leasehold revenues from the Marina to support other County social

programs. We support the flexibility of the proposed Policy.

« Thank you.

LA\ 625018.2
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G General Draft Policy Issue
I Inclusionary Unit Policy Issue
R Replacement Unit Policy Issue

11-15-06

Topical Issues & Responses
(Includes comments received during oral testimony at the 9/7/06 community
meeting as well as comments received via written correspondence)

General Policy Issues

G-1

Mello Act Intent

Issue:
[ ]

In public comments, concerns have been raised that the County has failed to address the intent
of the Mello Act.

It was further asserted that the proposed policy does not adequately provide affordable housing
for appropriate income levels.

Members of the public also noted that the draft policy fails to adequately contribute to the
creation of affordable units during the time of a great housing shortage.

Lastly, it was alleged that the draft policy is minimally fulfilling its obligation to provide
affordable housing and is maximizing profit to the developer. Specifically, it was alleged that
the policy affords a developer an extremely small obligation when he or she utilizes the 5%

very low provision coupled with a density bonus, essentially double counting affordable units.
(Also see response to I-1 and I-3).

Response:

Intent: The draft policy is in compliance with the requirements of the Mello Act. The draft
policy provides for the preservation of existing affordable housing supplies (replacement units)
and supports the creation of new affordable housing units (inclusionary units). The County, in
its unique position as land owner, must balance the provision of affordable housing with the
ability to generate revenue from Marina ground leases which further serves to benefit County
public programs.

Affordable housing for appropriate income levels: The Mello Act allows the County to provide
affordable housing to low and moderate income persons and families in the Coastal Zone. The
Act applies to “persons and families of low or moderate income, as defined in Section 50093 of
the Health and Safety Code.” Section 50093 defines persons or families of low or moderate
income as, “persons and families whose income does not exceed 120 percent of area median
income, adjusted for family size by the department in accordance with adjustment factors
adopted and amended from time to time by the United States Department of Housing and
Urban Development pursuant to Section 8 of the United States Housing Act of 1937.” The
County appropriately utilizes the 2006 State income limits published by the California
Department of Housing and Community Development.

New units: The draft policy serves to create new affordable units based upon the inclusionary
housing obligations outlined for developers and, as such, will add to the affordable housing
stock within the Coastal Zone. Within the unincorporated area as a whole, the County
continues to work diligently to address the current housing shortage. Most notably, the
County’s Density Bonus Ordinance was approved by the Board of Supervisors on August 8,
2006. Additionally, the County has made other housing related accomplishments such as the
adoption of the Green Line Transit Oriented District (TOD), completion of the Green Line
TOD Infill Estimation Study, commencement of the County’s Urban Infill Estimation Project,

1
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implementation of the County’s Infill Sites Utilization Program, and formation of the Special
Needs Housing Alliance.

The County asserts that it has followed the guidelines of the Mello Act to preserve and create
affordable units in addition to building in elements of flexibility for project review so that
developers are well equipped to provide affordable units. (Also see response to I-1 and I-3)

Off-Site locations

Issue:

Potential for Stigmatization: In public comments, concerns have been raised that the draft
policy creates the potential for developers to locate and group together affordable units by
allowing developers the choice of whether to provide replacement units (and inclusionary units
if proven infeasible on-site) either on-site or elsewhere within the Coastal Zone. It was further
alleged that this creates the potential for stigmatization and ghettoization of affordable units
and contributes to the gentrification process.

Off-Site = More Affordable Units: Conversely, other members of the public noted that off-site
options may be more desirable in that they have the potential to create a greater number of
affordable units than on-site projects. They further asserted that allowing developers to create
off-site units can leverage low income tax credits and other financing alternatives that are less
likely to be available to projects with a large percentage of market-rate units.

Off-site Benefits: Lastly, in written testimony, it was noted that off-site projects that are 100%
or substantially affordable can be well designed and equipped with amenities that are specific
to residents’ needs such as day care centers and computer rooms.

Response:

G-3

Stigmatization: Affordable housing developments are not, by definition, low-quality housing.
Off-site projects that are 100 percent or substantially affordable can be beautifully designed and
can feature amenities tailored to meet resident’s needs that may not otherwise be included in a
luxury project geared towards affluent professionals or retirees (for example, special amenities
for families such as day care facilities or playground facilities).

Off-site Benefits — a greater number of units: The County believes that by providing this
flexibility to developers with ranked preferences for off-site locations, a greater number of

affordable units will be made possible than if the County were to solely require units to be
replaced and produced on-site.

Rehabilitation

Issue:

In public comments, concerns have been raised that the draft policy allows for off-site units to
be either new construction or rehabilitation of existing units. It was further argued that the
Mello Act does not allow for rehabilitation of existing units as no net new units would be
created.

Members of the public also pointed out that it is far less expensive to subsidize and rehabilitate
an existing unit rather than to build a new unit either on or off-site alleging that developers
have an economic incentive to rehabilitate existing stock rather than create net new units.

Response

The main goal of the Mello Act is to preserve, increase, and/or improve the affordable housing
stock in the Coastal Zone. Allowing the rehabilitation of an existing unit, and then income-
restricting that unit, furthers that goal. Even if the target unit was previously occupied by a
low- or moderate-income person, by rehabilitating and income restricting the unit, the unit not
only improves in quality, it is guaranteed to be income-restricted for no less than 30 years. The

2
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task force concluded that these improved attributes for the affordable housing unit stock in the
Marina are consistent with and further the goals of the Mello Act.

G-4 __ Duration of affordability
Issue:

. In public comments, concerns have been raised that the Mello Act does not authorize a time
limit on affordability and that as leases end, affordable units will disappear.

Response:

. The Mello Act does not require affordability covenants and does not require affordability to be
maintained for any set period of time. Nonetheless, the draft policy requires applicants to
record a covenant guaranteeing that the relevant affordable income and rent requirements for
each replacement and inclusionary unit will be observed for at least 30 years. A 30-year term is
commonly applied in the affordable housing context and is consistent with conventional
financing practices. Moreover, a 30-year term is what government agencies and organizations
commonly use for determining long-term affordability. Finally, the density bonus law also
requires income-restricted units to be restricted for 30 years (or longer depending on the
requirements of the financing program) for purposes of obtaining a density bonus.

G-5___ Allowing rental units in for-sale projects

Issue:

. In public comments, concerns have been raised that developers may choose to build affordable
rental units over affordable ownership units and should be required to provide additional
affordable units as a result of the reduced cost. It was further argued that the policy allows
developers to satisfy their replacement and inclusionary Mello Act obligations by providing
rental units, irrespective of whether the new development is comprised of rental units,
ownership units or a mix of both. Lastly, members of the public pointed out that because it is
cheaper to build and subsidize rental units, there is an incentive to build affordable rentals.

Response:

. Regarding objections raised over the provision in the draft policy that allows an applicant to set
aside inclusionary rental units for the low-income component of the project when some or all of
the market rate units in the project are being offered for sale, we believe the provision in the
draft policy is legally permissible.

° The Mello Act is silent as to the type of unit (for-rent or for-sale) that must be provided under
the statute. Moreover, for a particular project, the County may make findings to support
allowing affordable for-rent units in a for-sale market rate project. For example, the County
may determine that very low income households may have difficulty qualifying for mortgage
financing and that preserving rental opportunities for these individuals is preferable. For this
reason we believe the provision in the draft policy on this issue is reasonable.

G-6 _ Location of units within a project — stigmatization

Issue:

. In public comments, concerns have been raised that affordable rental unit tenants will be
stigmatized in a building with ownership units.

Response:

C The basis for these concerns regarding the draft policy’s provisions that relate to the location of
the income-restricted units is unclear.

® The draft policy provides that “the inclusionary units must be reasonably dispersed throughout
the rental unit component of the project, and the units sizes and design must be comparable to

3
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the market rate rental units included in the project.” Moreover, the draft policy requires the
applicant to submit an Affordable Housing Plan prior to obtaining any building permits. The
Affordable Housing Plan will allow the Department of Regional Planning to review where the
affordable units will be located in the building and insure that they are not improperly
segregated or unduly relegated to the least desirable units.

Monitoring and enforcement

Issue:

Failure to Complete within Three Years: In public comments, concerns have been raised that
the draft policy does not address the penalty fees associated with a failure to complete
affordable units within three years.

Infeasibility Claims: Members of the public further noted that the draft policy does not address
how aggressive it will be in challenging infeasibility claims.

Response:

G-8

Failure to complete the affordable units within three years will result in the certificate of
occupancy being withheld for the market rate units until the affordable units are complete.
Without the certificate of occupancy, the developer will not be able to rent the market rate
units. Further, the Department of Regional Planning could issue a notice of violation for failure
to comply with the affordable housing covenant, which could result in the levying of an
administrative fine and non-compliance fee against the developer, and the possible prosecution
of the developer by the District Attorney for committing a misdemeanor. Additionally, the
Board could initiate a revocation/modification proceeding to review the developer's coastal
development permit, which could result in a significant modification or a complete revocation
of the developer's entitlements for failing to comply. Lastly, the County, as lessor, could find
the developer in breach of the lease, as compliance with the affordable housing requirements
will be a lease obligation.

With the proposed elimination of the in-lieu fee program, greater emphasis will be placed on
the requirement to physically provide affordable housing on-site, within the Coastal Zone or
within the extended Coastal Zone. Further, since the County as the landowner can contribute to
the feasibility of a project through rent concessions, it is in the interest of the County to
question infeasibility claims in order to minimize the need for the County to make concessions.
A claim of infeasibility must be supported by substantial evidence in order to withstand legal
challenge, and therefore, the County must satisfy itself that a claim of infeasibility meets the
legal standard.

Feasibility — definition & analysis

Issue:

Application of Feasible Units: In public comments, concerns have been raised that the policy’s
lack of clarity regarding feasibility allows developers the option to choose fewer units than are
actually proven feasible. For example, if 10 units are proven feasible, a developer may choose
between 0 and 10 units because the policy does not specify that he or she is required to produce
the maximum number of units feasible.

Threshold level: With respect to feasibility analyses, in public comments it was pointed out
that the draft policy does not set a threshold level for return and does not provide a rationale for
explaining why this is the minimum level demanded in the market.

Measurable return: With respect to feasibility analysis, members of the public also pointed out
that the draft policy does not specify a calculation for measurable return and further alleged that
this lack of specificity allows for the potential for manipulation of feasibility determination.

4
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° Apartment sales adjustment: Lastly, in public comments, it was alleged that although the
proposed policy allows for an adjustment of up to 200 basis points from the capitalization rate
for apartment sales, the draft policy provides no grounds for selecting a number 0 — 200

Response:

. The Mello Act defines “feasible” in a manner that considers four factors that encompass a
broad range of experience. Accordingly, the Mello Act focuses on whether a project can be
accomplished successfully in a reasonable period of time, taking into account those factors, not
just the economics of a project. Based on this broad, qualitative definition, and because of the
uniqueness of projects within the Marina, the task force concluded that it was preferable to
provide a basic methodology in the draft policy for determining feasibility, rather than
providing a specific formula or threshold.

. The draft policy is not silent on a project’s feasibility. It requires the applicant to submit

detailed information to the County for purposes of determining a project’s feasibility. This
information must include:

1. An evaluation of the impacts created by available incentives (such as density
bonuses and available state and local assistance programs);

2. An estimate of the developer’s return that would be generated by the project, which
will be compared to a feasibility factor equal to the capitalization rate for apartment
sales in Los Angeles County plus up to 200 basis points; and

3. An evaluation of whether the project can be successfully completed within a
reasonable period of time, taking into account economic, environmental, social, and
technical factors. .

This approach is consistent with the requirements of the Mello Act.

G-9 In lieu fee

Issue:

. In public comments, concerns have been raised that the draft policy poses no alternative for
inclusionary or replacement affordable units.

Response:

. The Mello Act does not require local jurisdictions to grant in-lieu fees for the provision of
replacement housing units or inclusionary housing units.

» Pursuant to the Mello Act, in-lieu fees cannot be offered as an alternative to providing

replacement housing units and inclusionary housing units. The Mello Act sets parameters for
allowing in-lieu fees for replacement housing units, which exempts applicants from the
requirements to provide on-site or off-site units, but only when it is infeasible to do so. The
Mello Act is silent on in-lieu fees for inclusionary housing units, which suggests that the in-lieu
fees would only apply when the provision of inclusionary housing units is infeasible. Although
the in-lieu fee traditionally functions as an alternative to providing affordable units, in the
context of the Mello Act, the parameters set forth suggest that in-lieu fees, if a local jurisdiction
chooses to grant them, can only be applied when it is infeasible to provide on-site or off-site

affordable units.

. In addition, the in-lieu fee does not guarantee that the replacement or inclusionary housing
units will be built at the same time as the market-rate units.

. In the event that the Board of Supervisors chooses to include an in-lieu fee program in the

County policy, the County will need to undergo a technical study to determine an appropriate
fee that would result in the same number of replacement and inclusionary units, if not more,
that the applicant is required to provide pursuant to the Mello Act.
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Stakeholder Input

Issue:
[ ]

In public comments, it was suggested that in formulating and finalizing the proposed policy, the
County should make a concerted effort to solicit input from a range of key players including:
stakeholders, housing developers, affordable housing advocates, non-profit housing developers,
and investors. Members of the public noted that advice from the varying sources may provide
insider perspectives on relative information such as the mechanics of affordable housing,
compliance options, and rates of return, etc.

Response:

G-11

The County has received input from stakeholders, housing developers, affordable housing
advocates, and non-profit housing developers via oral testimony at the September 7, 2006
community meeting (60-65 people in attendance) and via written correspondence. The County
believes that the input received was comprehensive and representative. It was announced at the
community meeting that all interested parties are welcome to continue to submit written
correspondence to the County as well as provide testimony at the upcoming Board of
Supervisors hearing.

Community Outreach for the Draft Policy

Issue:

Notification: In public comments, concerns have been raised that the County did not provide
enough notification of the community meeting to the Marina del Rey residents. Members of
the public further pointed out, that renters, in particular, did not receive special notice.

Access to Information: Members of the also noted that the County needs to provide the public
with better access to information regarding County resources.

Outreach / Workshops: Lastly, members of the public asserted that the County has not made
efforts to broadly reach out to the community to assess the needs of the residents. Additionally,
members of the public noted that the County needs to provide more educational workshops to
the community with regard to regional planning issues — including affordable housing.
Residents noted that the County needs to, “look out for the little guy.”

Response:

Notification and Access to Information: Prior to the September 7, 2006 community meeting, an
announcement was run in the local newspaper, The Argonaut, and the draft policy had been
made available on the website of the Department of Beaches and Harbors. In addition, meeting
notices were mailed to a comprehensive list of individuals and groups that the Department of
Beaches and Harbors and Regional Planning identified as having an interest in the Marina del
Rey affordable housing policy.

Outreach / Workshops: The County’s Marina del Rey affordable housing task force was
established by a Board of Supervisors’ motion and based on the timeframe that the Board has

given the task force to complete its work, it is not possible to conduct additional outreach
efforts and still meet current deadlines.

G-12__Composition of the County’s Affordable Housing Task Force

Issue:
L ]

During public comments, a request was made to add a community resident to the affordable
housing task force. The concern by opponents of the draft policy is that the residents’ views on

matters of future growth and affordable housing are not being represented in the drafting of the
policy.
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Response:

. The task force was established by a Board motion, therefore changes to its composition are
within the discretion of the Board.

G-13 Jurisdictional Boundaries: Unincorporated Los Angeles County

Issue:

° During public comments, Marina del Rey residents expressed concern that the County has
separate rules for residents of unincorporated Los Angeles County versus residents of the City
of Los Angeles and the City of Santa Monica.

Response:

. The City of Santa Monica, the City of Los Angeles, and unincorporated Los Angeles County
have differing regulations for their residents because all three areas are separate jurisdictions.

. The Marina del Rey Affordable Housing Policy only applies to housing developments that are
proposed in Marina del Rey, which is in the unincorporated area. Unincorporated Los Angeles
County is made up of those communities and areas that are outside the jurisdictional boundaries
of incorporated cities. As such, they are not serviced by an incorporated city. County
government provides basic municipal services for these areas.

. Also see response to I-1.

G-14 Ownership of public land
Issue:

. During public comments, Marina del Rey residents expressed concern as to why the County is
promoting the creation of ownership units on public land owned by the County.

Response:

. There are a few units in the Marina within one development which were converted in the past
to condominium subleases/long-term residential subleases. These units can be “sold” much
like any other condominium, though the County still receives a form of rent and participates in

any sales. They are not true ownership units because the subleases cannot extend past the term
of the Master Lease.
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Replacement Unit Issues

R-1  Exemptions
Issue:
. In public comments, concerns have been raised that the Mello Act does not authorize the
exemptions of units occupied by:
1. resident managers and sublessees,
2. units occupied by students whose parents claim them as dependents, or whose
parents guarantee the rent, even if the student pays the rent themselves,
3. units vacant at the time the “term sheet” negotiations commence.
Response:

1. Resident managers and sublessees: In determining an applicant’s replacement unit
obligation, the draft policy excludes from consideration those units occupied by sub-tenants not
named on the lease, and those units occupied by resident managers. In public comments,
objections were raised that these exclusions are improper, but we believe they are legally
permissible.

The Mello Act does not address this specific issue and provides no guidance as to how to
survey the existing units in a building to determine if they are occupied by persons or families
of low or moderate income. The task force concluded that, regarding sub-tenants, for purposes
of conducting the survey and as a matter of fairness, it was appropriate to include for
consideration only those occupants named on the original lease between the landlord and the
original tenant(s), and family members/domestic partners of those original tenants. The
landlord has a contractual relationship only with persons named on the lease, and could most
efficiently conduct the tenant survey only as to those persons. Moreover, it is entirely possible
that the landlord may have no knowledge of sub-tenants living in the unit nor approve of such
occupancy, and therefore should not be required to provide an income-restricted unit based on
the income level of those sub-tenants.

As for resident managers, they are generally not considered “tenants” in the landlord/tenant
context, but instead, they are classified as employees. Hence, the task force concluded that it
was appropriate to exclude from consideration the resident manager units because the focus of
the Mello Act is replacing units for low or moderate income occupants that are tenants, not
employees.

2. Student exemption:

The task force concluded that it was reasonable not to solely consider the student's income for
purposes of determining replacement unit eligibility. Students who are financially dependent
on their parents but are seeking higher education are not generally reflective of the low or
moderate-income individual that the Mello Act is intended to protect. Many, if not most, of
these students will have substantially greater earning capacity when they complete school so
the task force found that considering their income alone while in school would not be
warranted. Instead, the task force decided that it was appropriate to aggregate the student's
income with his/her parents' income to determine replacement unit eligibility.

3. Vacant units: Vacant units would not be required to be replaced under the Mello Act as
there is no low or moderate income person or family residing in the unit. A safeguard against
abuse exists in the Mello Act, which requires an affordable replacement unit for each vacancy
resulting from an eviction from that dwelling unit within one year prior to the filing of an
application to convert or demolish the unit and if the eviction was for the purpose of avoiding
statutory requirements.
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R-2  Determining household income / Comparison of actual monthly rent w/affordable

monthly rental rate

Issue:

. In public comments, it was pointed out that the draft policy allows the County to compare
actual monthly rent with an affordable monthly rental rate if a tenant fails to provide income
information. Challengers of the policy alleged that this is not permissible under the Mello Act
as the Act requires examination of tenant incomes, not rental rates.

Response:

. The Mello Act does not provide specificity regarding assessing replacement unit obligations

when tenants fail to provide income information. Without income survey information provided
by a tenant, and in the absence of tenant income information from applicant files (no more than
two years old), the County believes it is performing its due diligence and making a best faith
effort to assess replacement unit obligations by analyzing the previous year’s monthly rent
compared to the average affordable monthly rental rates for the same year.

R-3  Determining household income / household size

Issue

. In public comments, concerns have been raised that the draft policy makes conclusions
regarding the incomes of tenants living in units based upon monthly rental rates without giving
consideration to number of tenants living in a unit. Members of the public noted that this is
problematic, as tenants may be “doubled-up” or overcrowded in a unit to afford the monthly
rental rate.

Response:

. When tenants fail to provide the County with information requested by the income survey, the

County then seeks information from tenant application files, and if income information is not
found in applicant files, only then does the County make an affordable unit obligation
determination based on an analysis of monthly rental rates. Information from applicant files, if
found, may or may not include a current listing of the number of residents and their
relationships to each other within an apartment.

. In an effort to consider the number of residents within an apartment, the County has designed
the income survey with provisions to respond to the Mello Act’s intent to provide affordable
housing for all residents in need. The Act states, “In the event that an existing residential
dwelling unit is occupied by more than one person or family, the provisions of this subdivision
shall apply if at least one such person or family, excluding any dependents thereof, is of low or
moderate income.”

. The County’s income survey specifically requests that tenants disclose information regarding
the names of all persons living in the apartment unit as well as their relationships.

R-4 Roommate independence — Policy is not specific enough
Issue
o In public comments, it was pointed out that the draft policy requires roommates to be unrelated
and financially independent of each other in order for their incomes to be assessed separately.
It was alleged that this provision is overly broad and doesn’t address the following set of
situations:
1. Related individuals: siblings who are financially independent of each other
2. Unrelated individuals who share a bank account or own real property together
3. Domestic Partners
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4. Individuals requiring live-in caregivers who may be disqualified based on the income of
their caregiver.

Response:

R-5

Related individuals/Unrelated roommates: The task force concluded that it was appropriate to
aggregate the incomes of unmarried but related roommates because related individuals sharing
the same household often share a number of financial obligations, including the rent.
Moreover, the task force also found that if unrelated roommates shared financial assets such as
real property or a bank account, it was appropriate to aggregate their incomes for the same
reason, which is that they often will share financial responsibilities such as the rent.

The task force's goal was to establish clear guidance for conducting the tenant surveys to ensure
that they would be conducted efficiently and accurately. While there are a number of
interpersonal relationships that might indicate shared financial responsibilities, the task force
concluded that, aside from the typical marital relationship, the most easily verifiable
relationships are student/parent and domestic partner relationships. The draft policy thus
evaluates the verifiable indicia of these relationships to determine whether the aggregation of
income is appropriate for replacement housing purposes.

Replacement bedrooms (Like for Like-bedrooms)

Issue

In public comments, objections were raised that it is improper for the draft policy to provide for
the replacement of bedrooms rather than whole units where one occupant is determined to be of
low or moderate income.

Response:

R-6

The Mello Act provides that if “an existing residential dwelling unit is occupied by more than
one person or family, the provisions of this subdivision shall apply if at least one such person or
family, excluding any dependents thereof, is of low or moderate income.” However, the Mello
Act does not establish a formula for calculating how the requirements apply to portions of
units. To ensure that replacement obligations for portions of units are met, the draft policy
looks at the number of qualifying occupants in relation to the number of bedrooms, to
determine whether any person or family in that unit qualifies as a low or moderate income
person or family. Thus, if two unrelated persons occupy a two-bedroom unit and one occupant
is a person of low or moderate income and the other person is not, the draft policy requires that
a one-bedroom unit be replaced rather than a two-bedroom unit. We believe that this is a
reasonable interpretation of the Mello Act.

Like-for-like replacement units by income level

Issue
[ ]

In public comments, objections were raised that the draft policy would allow low income units
to be replaced with moderate income units rather than like-for-like replacement.

Response:

The Mello Act states that units occupied by low or moderate income persons or families may
not be converted or demolished “unless provision has been made for the replacement of those
dwelling units with units for persons or families of low or moderate income.” The Mello Act
does not expressly require that provision must be made for the replacement of those dwelling
units with units for persons and families of the same income level as the units being converted
or demolished.

The replacement unit requirement of the Mello Act is not intended to provide replacement
housing for the existing occupants upon whom the determination is based, but rather, to
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preserve the existing affordable housing stock. Also, by basing the replacement requirement on
income levels of the occupants rather than the rent level charged, the replacement requirement
of the Mello Act has the potential to create income-restricted units out of market rate units that
happen to be occupied by persons of low or moderate income.

Taking these factors into consideration, the draft policy provides that replacement units be set
aside as very low, low, or moderate income rental units based upon comparison of the monthly
rent at the commencement of term sheet negotiations for the project to the affordable housing
rental rates published annually by the Community Development Commission (“CDC”). Thus,
market rate units that require replacement because they are occupied by persons or families of
low or moderate income would be designated for replacement as moderate income rental units,
and units where the rent matched the moderate, low, or very low income rental housing rates of
the CDC, would be designated as moderate, low, or very low income rental units, respectively.
We believe this is a reasonable interpretation of the Mello Act, as it fulfills the requirement that

units occupied by persons or families of low or moderate income be replaced with income-
restricted units.

Sensitivity regarding income information

Issue

In public comments, residents expressed concern over the release of confidential income
information on the income survey. Their concern focused on the potential for the income
information to be misused on the part of the lessee against tenants.

Response:

R-8

The Los Angeles County Community Development Commission (CDC) will collect tenant
income information and maintain it in the strictest confidence. The draft policy states, “An
income survey to be completed by each family and individual occupant to determine the
applicant’s replacement housing obligation for Mello Act Compliance...will be used
exclusively to determine replacement housing eligibility.”

The “Coastal Housing Program Tenant Questionnaire” states, “All financial information that
you provide will remain confidential.”

Income survey assumptions regarding standards of living

Issue

In public comments, concerns have been raised that in assessing eligibility for affordable units,
the draft policy lacks specified standards for making the determination for qualification.
Concerns were raised that predetermined government criteria for how people should be using
their money will be applied.

Response:

In determining eligibility for replacement units, the County relies upon the State’s definition of
persons and families of low or moderate income as defined in Section 50093 of the Health and
Safety Code.” 50093 defines persons or families of low or moderate income as, “persons and
families whose income does not exceed 120 percent of area median income, adjusted for family
size by the department in accordance with adjustment factors adopted and amended from time
to time by the United States Department of Housing and Urban Development pursuant to
Section 8 of the United States Housing Act of 1937.” In addition, the County utilizes the 2006
State income limits published by the California Department of Housing and Community
Development.

11
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R-9  Displacement — The County has not made efforts to accommodate displaced residents

Issue

. In public comments, concerns have been raised that the draft policy has not addressed how to
accommodate residents that are displaced from the Marina del Rey area when they can longer
afford to live in the area.

Response:

° The County is not bound by law to offer relocation assistance for the
development/redevelopment of the Marina by private lessees.

Inclusionary Unit Issues

I-1 __ The policy’s percentages (5% very low, 10% low) are too low
Issue

e In public comments, concerns have been raised that the current draft policy reduces the number
of affordable units than are currently allowed by 50%.
. Members of the public further noted that the City of Los Angeles has offered greater

percentages.

. Members of the public also purported that the County should require all apartment complexes
to have affordable units, whether the buildings are new or not.

Response

. The draft policy requires that each residential project set aside a percentage of the new units as

affordable units, subject to an analysis of feasibility on a case-by-case basis. The draft policy
recommends a County goal of either five (5) percent very low income units or ten (10) percent
low income units. The County could require a higher or lower percentage of inclusionary units
based on the feasibility analysis. In public comments, objections have been raised that the
draft policy reduces the total number of units to which the inclusionary calculation applies,
since the current Marina affordable housing policy requires 10 percent low income units, and
the draft policy requires only 5 percent very low income units.

® The Mello Act does not set forth any percentages, minimum number of units, or other formulas
for complying with the inclusionary requirement. The Mello Act provides that: “New housing
developments constructed within the Coastal Zone shall, where feasible, provide housing units
for persons and families of low or moderate income, as defined in section 50093 of the Health
and Safety Code.” Likewise, the Mello Act does not dictate that the required housing be set
aside for a particular income category or all income categories include in the definition of “low
or moderate income” under the Health and Safety Code (those categories are very low, low,
and moderate income).

. The draft policy has not eliminated the goal of 10 percent low income units, rather it adds an
alternative goal of 5 percent very low income units. The addition of the proposed goals of 5
percent very low income units provides consistency with the State’s current density bonus
provisions which require that mandatory development benefits and concessions be provided to
any developer who is willing to set aside 5 percent of the project’s units for very low income
persons.

. In a legal opinion prepared by the State Department of Housing and Community Development
(“HCD”) for implementation of the Mello Act, HCD advises that local governments may either
conduct a feasibility analysis o a case-by-case basis for individual projects or conduct a

12



1-2

G  General Draft Policy lssue
I Inclusionary Unit Policy Issue
R Replacement Unit Policy Issue

comprehensive study to establish set inclusionary housing requirements in advance. Given the
small number of residential projects anticipated in the Marina in the near future, and the cost
and consumption of time of conducting a full feasibility analysis prior to adoption of the draft
policy, the task force is recommending a feasibility analysis for each project, coupled with
goals that provide developers with some indication of the County’s objectives. We believe this
is legally defensible and consistent with the Mello Act’s provisions regarding feasibility.

In public comments, objections were raised that the affordable housing policy for the Marina
should mirror that of the City of Los Angeles, which requires 10 percent very low income
inclusionary units or 20 percent low income inclusionary units. The City of Los Angeles’
policy, however, is an interim policy adopted pursuant to a settlement agreement entered into
by and between the City and the Housing Advocates. The City has recently completed a
comprehensive feasibility analysis for implementation of its permanent coastal affordable
housing ordinance. The City’s draft ordinance, which will cover Pacific Palisades, the Venice-
Playa del Rey area, and the San Pedro-Harbor area, proposes a set requirement of 10 percent
very low income inclusionary units or the payment of in-lieu fees specific to each coastal
community. The City’s coastal communities generally consist of lower-density neighborhoods
that are inherently different than higher-density Marina del Rey.

Method of calculating inclusionary obligation - subtraction

Issue:

In public comments, concerns have been raised that the draft policy affords a developer the
ability to calculate his or her inclusionary obligation by subtracting the number of existing units
from the number of new units and that this is not supported by the Mello Act.

Response:

1-3

The draft policy requires the percentage of affordable inclusionary units to be calculated based
on the net incremental new units to be constructed or converted on the project site. The draft
policy separately requires the replacement of existing units occupied by persons or families of
low or moderate income that are converted or demolished. In public comments, concerns were
raised that the draft policy is flawed because the calculation of inclusionary units subtracts out
the existing units;.

The Mello Act does not set forth any formula for complying with the inclusionary requirement.
We believe the draft policy is consistent with the Mello Act, which creates separate obligations
for units that are converted or demolished and for units that are new housing. Establishment of
a base for calculating the number of inclusionary units is a matter of policy. The County’s
existing policy requires that 10 percent of all the units constructed /reconstructed on-site be
income-restricted. The City of Los Angeles’ interim policy provides that the percentage
inclusionary requirements are based on the total number of new-reconstructed units less any
required replacement units. We believe that a base that consists of all units constructed, all
units less the number of replacement units, or the net incremental new units only, are all legally
defensible, so long as inclusionary units are provided where feasible.

Density bonus

Issue:

In public comments, it was pointed out that the proposed policy allows a developer to calculate
his or her inclusionary obligation based upon the pre-density bonus number of units in a
development and it was alleged that this is impermissible under the Mello Act.

Conversely, other members of the public noted that the proposed policy permits developers to
take advantage of the full menu of incentives required under state law.
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Response:

1-4

The County believes that the proposed policy as drafted to include the pre-density bonus
calculation of Mello units best responds to providing incentives that improve feasibility and the
ultimate generation of new affordable units.

The Mello Act permits the application of density bonuses and allows the County the flexibility
in enabling the inclusionary unit calculation based on pre-density bonus numbers. In
subsection (d) relating to inclusionary units, the Mello Act states, “In order to assist in
providing new housing units, each local government shall offer density bonuses or other
incentives, including, but not limited to, modification of zoning and subdivision requirements,
accelerated processing or required applications, and the waiver of appropriate fees.”

Rent concessions

Issue:
[ ]

In public comments, it was pointed out that rent concessions only relate to inclusionary units
and not replacement units

Response:

I-5

The County may offer rent concessions as one item in menu of incentives designed to improve
feasibility for developers in providing affordable units. This would provide for a true
regulatory incentive that positively affects a project’s feasibility. In subsection (d) relating to
inclusionary units, the Mello Act states, “In order to assist in providing new housing units, each
local government shall offer density bonuses or other incentives, including, but not limited to,
modification of zoning and subdivision requirements, accelerated processing or required
applications, and the waiver of appropriate fees.”

With regard to replacement units, the Mello Act does not address the provision of additional
incentives. Therefore, the County has the discretion to not offer rent concessions for
replacement units which sends the strong message to developers that they are responsible for
providing required replacement units on their own, or with other forms of available assistance.

Required vs. setting a goal

Issue:

In public comments, concerns have been raised that the draft policy is too flexible in that it
does not require that affordable units be included in new developments and merely sets as a
“goal” for the inclusion of 5% very low or 10% low income units.

Response:

The Mello Act requires that new housing developments within the Coastal Zone shall, where
feasible, provide housing units for persons and families of low or moderate income. If it is not
feasible to provide these units on-site, the Mello Act requires that the developer provide
affordable units within the Coastal Zone or within the extended Coastal Zone, if feasible to do
so. The Mello Act does not require local governments to set a percentage requirement. In a
legal opinion prepared by the State Department of Housing and Community Development
(“HCD”) for implementation of the Mello Act, HCD advises that local governments may either
conduct a feasibility analysis on a case-by-case basis for individual projects or conduct a
comprehensive study to establish set inclusionary housing requirements in advance. Given the
small number of residential projects anticipated in the Marina in the near future, and the cost
and consumption of time of conducting a full feasibility analysis prior to adoption of the draft
policy, the task force has recommended a feasibility analysis for each project, coupled with
goals that provide developers with some indication of the County’s objectives. We believe this
is legally defensible and consistent with the Mello Act’s provisions regarding feasibility.
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Rent adjustments — The policy contains no detail regarding case-by-case adjustments

Issue:
L ]

In public comments, it was noted that under the proposed policy, rent adjustments for
inclusionary units are subject to negotiation on a case-by-case basis with the County. Members
of the public alleged that the policy lacks specificity regarding such adjustments.

Response:

1-7

In considering rent adjustments (concessions) on a case-by-case basis, the County takes into
account its own resources, funding requirements and community needs. Only after balancing
its own needs, may the County consider the various project specific elements of each case and
evaluate the prospect of providing rent adjustments. Because the County is constantly
assessing its financial position and services provided to the community, the County must
consider projects on a case by case basis and make decisions with respect to rent concessions

accordingly. As such, it is not appropriate to provide further specificity regarding rent
adjustments in the draft policy.

The draft policy does not call for a specific cap on the ground lease reduction

Issue:

In public comments, concerns have been raised that the proposed policy states that the County
is willing to reduce their ground lease on inclusionary units, though does not provide specificity
regarding a percentage or maximum. It was further asserted that if there is no maximum level
provided, then a feasibility analysis cannot be established.

Response:

The ground lease reduction cannot be specified because it is contingent upon the availability of
funds. The revenue from County leases can vary, and are either allocated for specific
government purposes, or placed into the County General fund.

According to the Mello Act, the County is required to “offer density bonuses or other
incentives, including, but not limited to, modification of zoning and subdivision requirements,
accelerated processing of required applications, and the waiver of appropriate fees” in order to
assist in the provision of inclusionary housing units. Because of the unique circumstances in
which the County is the landowner, “other incentives,” could include ground lease reductions,
if and when feasible for the County.

The extent to which the provision of inclusionary housing units is feasible can initially be
determined independent of the maximum percentage of ground lease reductions or any
additional incentives and concessions that the County is able to provide. The applicant could
also factor in the provision of density bonuses and any source of funding or financing for
affordable housing that the applicant seeks to determine feasibility. In the event that the
provision of inclusionary housing units is determined to be infeasible on-site, or off-site within
the Coastal Zone or within three miles thereof, the County will work with the applicant on a
case-by-case basis to consider additional incentives and concessions, including ground lease
reductions, to assist in contributing to the feasibility of providing inclusionary housing units.
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Issue

Mello Act

Draft County Policy

Policy Options'

Commentis

Determination
of feasibility

The replacement dwelling uniis shall be located on the
site of the converted or demolished structure or
slsewhare within the coastal zone if feasible....in the
event that an existing residential dwelling unit is
ocoupied by mare than ona person or family, the
provistons of this subdivision shall apply if at least one
such person or tamily, excluding any dependents
thereal, is of low or moderate income....

Government Code 65590 (b)

New housing developments constructed within the
coastal zone shall, where feasible, provids housing
units for persons and families of low or moderate
income...

Government Code 65590 (d)

Any determination of the “feasibility” of an action

required to be taken by this section shall be raviewable

pursuant to the provisions of Section 1094.5 of the
Code of Civll Procedure.

Govemnment Code 65590(e)

“Feasible® means capable of being accomplished ina
successful manner within a reasonable period of time,
taking into account economic, environmental, social,
and technical factors.

Government Code 65590(g)(3)

The project feasibility analysis must
include:

An evaluation of impacts created by
incentives avallable to the applicant such
as density bonuses; development
standards relief; and available state and
local assistance programs....

An estimate of the developer's retumn that
would be generated by the project....

An evaluation of whether or not the project
can be successfully complsted within a
reasonable period of time, taking into
account economic, envirenmental, social
and technical factors.

Draft Pollcy Pages 7,9

[0 1. Determine feasiblility on a case-by-
case basis.

[ 2. Conduct an upfront technical study to
determine requirements.

The advantage of determining the feasibility of providing replacement and inclusionary
units on a case-by-case basis is that it considers the uniqueness of sites and market
conditions over time. However, the disadvantage is that it does not provide certainty, and
the deliberations over feasibility could be subject to delays in the entitlement process.

The advantage of completing an upfront technical feasibllity study Is that it provides clarity
in how feasibility is determinad. The disadvantags is that itmay ba more appropriate to
determine faasibility, according to the circumstances of the project, including market
conditions at the time in which the project is proposed. In addition, the upfront technical
study will may be expensive and time-consuming to produce. As there are anly four
housing developments coming forward for entitisments in the remainder of second
genaration Marina redevelopment, there are concems that a technical feasibiiity study
would not be worthwhile.

Determination of
inclusionary
housing units

New housing developments constructed within the
coastal zone shall, where feasible, provide housing
units for persons and famiiies of low or moderate
income...

Government Code 65590 (d)

The applicant must set aside a
percentage of tha new units as affordable
units, subject to an analysis of the
project's feasibility on a case-by-case
basis. The County’s goal is to have each
applicant set-aside either 5% of the units
for very-low income households, or 10%
of the units for low income househalds.

Draft Policy Page 8

[0 1. On a case-by-case basls,
determine the feasible number of
inclusionary housing units that the
applicant must provide, with
percentage goals of 5% very low
income households ar 10% low
income households.

[ 2. Provide alternative inclusionary
percentage goals, such as:

The advantage of a case-by-case determination is the flexdibility to consider the uniqueness
of sites and market conditions over time.

Seflting percentage goals for inclusionary units informs lessees of the County's affordable
housing expectations, with some flexibility for unique circumstances and changing market
conditions. The draft policy goals have been set basad on the qualifying thresholds set by
State Density Bonus Law, which offers 20% density bonuses for setting aside either 5%
very low income or 10% lower income units within a project.

The advantage of conducting an upfront technical feasibllity study is that it provides a
sound, technical basis for imposing appropriate and feasible inclusionary housing
requiramants, as well as certainty to lessees. However, conducting a technical feasibility
study may be expensive and time-cansuming, and lessees would still be permitted to

' All options in bold are propased in the current draft policy.
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Mello Act

Draft County Policy

Policy Options’

Comments

Determination of
inclusionary
housing units
(continued)

O 10% very low income households

O 20% low income households

O __ % very low, low or moderate
Income

(] 3. Conduct a technical feasibility study
upfront to determine the appropriate
percentage requirement for the inclusionary
housing obligation.

challenge the inclusionary housing requirements based upon feasibility on a case-by-case
basis. As itis anticipated that there are only four housing developments coming forward
for entitlements in the remainder of second generation Marina redevelopment, there are
concerns that a technical feasibility study would not be worthwhile.

Determination
of
inclusionary
housing
units—
Calculation

New housing developments constructed within the
coastal zone shall, where feasible, provide housing
units for persons and families of low or moderate
incoms...

Govemment Code 65550 (d)

The Inclusionary housing obligation will be
imposed separately from any replacement
housing obligations being applied to the
project.

The on-site Inclusionary housing
obligation will be calculated based upon
the net Incremental new units (fractional
units under 0.5 are to be rounded down)
to be constructed or converted in the
following mannef....

Draft Policy Page 8

[J 1. Calculate the inclusionary housing
units based upon the net
incremental new units.,

[ 2. Provide alternative calculation
method, such as;

[0 Exclude only required affordable
replacement units from

Inglusionary
obligation.

[0 Requirs inclusionary obligation
and
credit qualilying affordable
raplacement units toward meating
an
overall percentage goal that is
calculated over the total projest.

The exclusion of existing units, prior to demalition or conversion, fram the calculation of
inclusionary units follows the structure of the Mello Act, which treats the replacement of
affordable housing units separately from the inclusion of affordable housing units In new
devalopment. .

Consideration of alternative calculation methods will result in an increased number of
affordable units, However, alternative calculation methods that increase the number of
inclusionary units will also result in higher costs to lessees and the County, and may
increase the likelihood of on-site infeasibility and may encourage lessees o seek off-site
placement instead.

Determination of
replacement
housing units—
Income
targeting

The conversion or demalition of existing residential
dweliing units accupied by persons and families of low
or moderate income...shall not be authorized unless
provision has been made for the replacemant of those
dwelling units with units for persons and famifies of low
or moderate income. ... The replacement dwelling units
shall be located on the site of the converted or
demolished structure or elsewhare within the coastal
zone if feasible. ... In the event that an existing
residential dwelling unit is occupied by more than one

person of family, the provisions of this subdivision shall | .

Aeplacement units must be set aside as
vary low, low or moderate income rental
units based an comparison of the monthly
rent at the commencement of term shaet
negotiations for the unit to be demolished
or convarted to the affordable housing
rental rates published annually by the
CDC,

[J 1. Units occupied by low-or-moderate
income persons or families
replaced with units set aside for
low-or-moderate income persons or
families based upon comparison of
maonthly rent.

O 2. Like-for-Like Replacemnant: Units
cccupled by very low income
households replaced by units set-

Compliance with the replacement unit requirements of the Mello Act will result in the
replacement of market rate units with Income-restricted units b the determination of
«an_wnm_._m::mgggﬂmi?mﬁ:ﬂ:ﬁ.:&%imggﬁnﬂsg
occupants. While the draft policy requires the designation of replacement units based on
income of accuparts as required by the Mello Act, it permits the designation of income
level restriction for the replacement unit based upon the rant charged for the unit to be
raplaced. The advantage of the rent comparison is that it allows for fexibility in providing
replacement units for a range of low and moderate income individuals and families, while
potentially amefiorating soma of the financial effects of converting market rate units to
affordable units. The disadvantage, however, is that [sssees will most likely apt for

maoderate income restricted units.
2
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Mello Act

Draft County Policy

Policy Options'

Comments

Determination of
replacement
housing units—
Income
targeting
(continued)

apply If at least one such person or family, excluding
any dependents thereof, is of low or moderate
income....

Govarnment Code 65590 (b)

Draft Poficy Page 7

aside for very low income households
(30% AMI-50% AMI); units occupied
by lower income households replaced
by units set-aside for lower income
households (50%AMI-B0%AMI); units
occupied moderate Income
households replaced by units set-
aside for moderate income households
(B0%AMI-120%AMI),

[ 3. Flexible Like-for-Like Repiacement:
Moderate income units may not
replace

lower or very low income units, but lower or

very low Income units may be replaced

by either lower or very low incoma units.

The advantage of like-for-like replacement is that it will provide affordable units that
correspond with the income levels of the individuals and famiiies who are displaced.
However, the disadvantage of fike-for-iike is that it is not as flexdble, and can result in
addilional costs.

Determination of
replacement
housing units—
Number of
bedrooms

The conversion or demolition of existing residential
dwelling units occupled by persons and families of low
or moderate income...shall not be authorized unless
provision has been made for the replacement of those
dwelling units with units for persons and families of low
ar moderate income. ... The replacemant dwelling units
shall be located on the site of the converted or
demolished structure or elsewhere within the coastal
zone if feasible....In the event that an existing
residential dwelling unit is occupied by more than one
person or tamily, the provisions of this subdivision shall
apply if at least one such parson or family, excluding
any dependents theraof, is of low or moderate
income....

Government Code 85580 (b)

The applicant is required to replace aach
unit that is determined to be occupied by
low or moderate persons of familles on a
one-for-

one basis (per numbar of bedrooms)....

Applicants must provide the identified
replacement housing units on-site or
slsewhere within the Coastal Zone unless
the applicant can demonstrate that such
placement Is not feasible.

Draft Policy Pagas 6,7

[ 1. One-for-One bedroom
replacement.

[ 2. One-for-One unit replacemant.

The advantage of one-for-one badroom replacement is that t corresponds more accurately
with replacement of the unit according to the affordable household. However, the
disadvanitage is that it does not necessarily replace the unitthat was occupied by at least
one person or famlly of low or moderats income.

Determination
of replacement
housing units—
Exceptions for
resident
management
employees

Not specified.

Units occupied by resident management
employees will not be considerad in
determining the applicant's replacement
housing obligation for purposes of Mello
Act compliance (with a limit of ane
management unit par sevanty-five
residential units).

Draft Policy Page 4

[ 1. Exclude units occupied by resident

management employees from
replacement housing obligation
with a limit of one for each 75 units.

[0 2. Include units occupied by resident

management employees wha meet
income requiraments.

Resident management employee units were excluded in the draft policy becauss they are
not tenants, they are employees. The advantage of excluding units occupied by resident
management employees Is that it does not burden tessees with replacing their
management units with affordable units which may not then ibe useabls by later resident
management employees who are not income-gualified, thus requiring a further reduction of
market rate units to house those employees. The disadvantage, however, Is that a
resident management employee occupying the unit may fit the income leval that requires
replacement, even if the resident management employee is technically considered an
employee and not a tenant.
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Determination Not specified. Students that are claimed as a dependent Considering parental income will provide a more accurate accounting of the income
of replacement an their parent's federal tax return or [ 1. Consider income of parents where | gigibility of students in order 1o avoid overstating the number of replacement units.
P whose parent{s) are guarantors on the students are claimed as However, the disadvantage is that the process to verify and monitor student status
housing units— rental/ease agreement must include dependents or where rent is requires additional resources from the County.
m.now_..ﬁ_o:m for parental household Incoma infarmation on guaranteed by parents.
d the tenant income survey to determine
students atfordable housing eligibility of their unit [ 2. Consider income of students only.
for the purposes of Mello Act compliance.
Draft Policy Page 4
Determination Not specified. [....Financial information obtained from The advantage of excluding sub-lessees and sub-fenants is that it simplifies the income

of replacement
housing units—
Exceptions for
sub-lessees

resident(s) subleasing directly from the
legal occupant, but not named on the
original lease/rental agreement (Le., non-
family roommates), will not be considerad
in determining the applicant’s reptacement
housing obligation for the purposes of the
Mallo Act].

Draft Policy Page 4

[J 1. Exclude sub-lessees and sub-
tenants who are not legal
occupants In determining the
replacement housing obligation.

0 2. include information on sub-lessees of
sub-tenants in datarmining the
raplacement housing obli i

survey process, and addresses replacement unit obligations onty for those who have a
contractual right to accupy the unit. However, the disadvantage is that the incomes
associated with the individuals named on the lease may not necessarily refiact the true
income status of the occupants living in the unit.

Determination
of replacement
housing units—
Roommates

In the event that an existing residential dwelling unit is
ocoupted by more than ane person or family, the
provisions of this subdivision shall apply if at least one
such person or family, excluding any dependents
thereof, is of low or moderate income....

Govemment Cade 65590 (b)

Unmarried and unrelated tenants who
wish to be treated as separate individuals
rather than as a household must declare
under penalty of perjury the following:

They are not registered pariners;

Nelther party claims employment benefits
received by the other party (i.e. health
insurance, efc.);

They do not share a bank account
together; and

Thay do not own real property together.
Draft Policy Pages 5,6

[l 1. Allow unmarried and unrelated
tenants to be treated as separate
individuals.

O 2. Treat related, financially non-
dependent individuals independently.

The draft policy treats occupants of a unit as a househeld for the purpose of determining
replacement units, unless they affirmatively deciare that they meet the requirements for
being treated as individuals. The advantage of this requirement is that it avoids having to
designate a replacement unit for a person who meets the income requirements as an
individual, but is being supported financially by another accupant, who Is not their spouse
or blood relative, and who does not meet the income requirements. The requirement also
allows persons In non-traditional relationships to be freated as households if they so wish,
without having to make an affirmative declaration reganding fhe status of their relationship
with the other occupants, However, the disadvantage s that in a few instances, it may
exclude certain parsons from consideralion as individuals (i.e., financially independent
siblings living togethar).

Determination of
replacement
housing units—
When income
information is
not available

Not specified.

Affordable housing efigibility for units with
tenants that do not respond to the income
survey will be determined using tenant
income information no more than two
years old contained in the applicant’s files;
or In the absence of such income
information, using the average of the
previous year's monthly rent compared to
the average affordable manthly rental

[0 1. Additional steps of inquiry, such
as using rents, etc. to exercise due
diligence. When the tenant does
not respand to the survey and
income information is not available,
deem unit market-rate.

[0 2. Additional steps of inquiry, such as

The advantage of adding additional steps of inquiry |s that it provides due diligence 1o
collect the income information necessary to determine the number of replacement units.
The disadvantage is that using rent as a proxy to detarmine income, in particular, has the
potential to be Inaccurate, as an individual or family of low or moderate income could be
paying market rate rent.

The advantage of deeming a unit occupied by low or moderate income persons or families
as a replacement unit, when the income information is not available, is that it provides an
incentive to the lessees 1o provide the information requesis and ensures that units will be

4
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Policy Options'

Comments

rates for the same year as noted balow:

If the average monthly rent for the unit is
less than or equal to the average monthly
affordable rent for a very-low income
household, the unit will be considered 1o
be occupied by a very-low income person
or family.

if the average monthly rant for the unit is
|ess than or equal to the averags monthly
affordable rent for a low income
household, the unit will be considered to
be occupied by

a low income person or family.

If the average monthly rent for the unitis
less than or equal to the average monthly
affordable rent for a moderate income
househald, the unit will be considered to
be occupied by a moderate income

person or family.

It the average monthly rent for the unit is
greater than the average monthly
affordable rent for a moderate income
household, the unit will be deemed a
market-rate unit.

Draft Policy Page 5

using rents, etc. to sxarcise due
diligence. When the tenant does not
respond to the survey and the income
information is not available, deem the
unit occupled by low or moderate
income persons or families.

replaced regardiess of whether or not the information is provided. However, the
disadvantage of deeming a unit affordable is that it places a burden on the |lessee to
pravide additional affordable units that may not accurately refiect the number of low and
moderate income households occupying units.

Off-site
replacement
and
inclusionary
housing units

[REPLACEMENT UNITS]

.....Replacement dwelling units shall be located within
the same clty of county as the dwelling units propased
to be converted or demalished.... if location on the site
or elsawhere within the coastal zong is not feasible,
they shall be located within three miles of the coastal
zone....

Government Code 65590 (b)

[INCLUSIONARY UNITS]

....Where It Is not feasible to provide these housing
units in a proposed new housing development, the

lacal government shall require the developar to provide
such housing, If feasible to do so, at another location

[REPLACEMENT UNITS]

If on-site or Coastal Zone raplacement is
determined to be infeasible, the units shall
be provided at an off-site location in the
following priority order:

Within threa miles of the Coastal Zone in
the unincorporated territory of Los
Angeles County; or

Within three miles of the Coastal Zone in
the incorparated territory of Los Angeles
County.

Off-site units can be new construction or
the substantial rehabilitation of existing

. When permitted by the Mello Act,
allow for the provision of off-site
replacement or inclusionary units
within the Coastal Zone or within
three miles of the Coastal Zone in
either the unincorporated or
incarporated areas of Los Angeles
County, with priority given to the
unincorporated areas.

[J 2. When permitted by the Mello Act,

require the provision of off-site
raplacement or Inclusionary
unitswithin the Coastal Zone or
within three miles of the Coastal
Zone in the unincorporated areas

The advantage of allowing the provision of off-site atfordable units within other
jurisdictions, when infeasible to do so within the unincorporated area, is that it creatas
additional opportunities 1o provide affordable housing. Vacant land and sites of sufficient
size with zoning and general plan land use policy designations that are suitable for the
development of affordable housing—which is generally medium to high density—within the
unincorporated communities of the coastal zone {Marina del Rey, Catalina Island, Santa
Monica Mourtains) are scarce. However, one disadvantage is that it may be difficult to
rmonitor and enforce affordable units located within ather jurisdictions. In cases where the
off-site units are provided within the Coastal Zone, the project would be subject to ancther
jurisdiction's Mello Act requirements, which raises the concemn ovar double-counting when
meeting separate requirements. Furthermore, another disadvantage is that the provision
of ofi-site units within another jurisdiction would not count the units toward meeting the
goals of the County’s Housing Element.
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Ofi-site
replacement
and
inclusionary
housing units
(continued)

within the same city or county, either within the coastal
zane or within three miles thereof,

Govemment Code 65580 (d)

units, The cbligation to construct or
rehabilitate atfordable replacement
housing unils off-site will be the sole
responsibility of the applicant.

Draft Policy Pages 7, 8
[INCLUSIONARY UNITS]

If on-site development of the inclusionary
housing units is determined to be
infeasible based upon the project
feasibility analysis, the units must be
provided at an off-site location in the
following priority order:

In the Coastal Zone within the
unincorporated territory of Los Angeles
County;

Within thrae miles of the Coastal Zone in
the unincorporaled territory of Los
Angeles County;

In the Coastal Zone within the
incorporated territory of Los Angeles
County; or

Within three miles of the Coastal Zone in
the incorporated territory of LAs County.

The off-site Inclusionary units can be new
construction or substantial rehabilitation.
The obligation o construct or rehabilitate
affordable housing inclusionary units off-
site will be the sole responsibility of the
applicant.

Draft Policy Pages 9, 10

only.

Term of
affordability

Not specified.

[REPLAGEMENT UNITS]

The applicant shall record a covenant
guarantesing that the relevant affordable

[ 1. At least 30 years, to be consistent
with the duration of affordability
__required for density bonuses and

The advantage of having a long duration of affordability is to maximize the effectiveness of
selting aside units for low or moderate incoms households. Howaver, the longer the
duration of affordability for replacement and inclusionary units, willl increase the likelihood
of financial infeasibllity and increase the loss of County revenue from the project.

6
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income and rent requirements for each other conventional financing.
replacement unit will be obsarved for at
Jeast 30 years from the issuance of the [ 2. Atleast 55 years, to be consistent
Cartificate of Occupancy. with affordability terms for major
affordable housing tunding sources,
Draft Policy Page & including Low Incoma Housing Tax
Credits and HOME funds.
[REPLACEMENT AND INCLUSIONARY
UNITS] [ 3. For the duration of each County lease.
The applicant shall record a covenant O 4. Less than 30 years.
guaranteeing that the relevant affordable
income and rent requiremants for each [ s. In perpetuity.
replacement and inclusionary unit will be
observed for at least 30 years from the
issuance of the Certificate of Occupancy.
Draft Policy Page 10_
Housing tenure Not specified. Ownership Units The advantage of allowing flexibility in housing tenure is that it may improve project
[J 1. Allow replacement and feasibliity and maximize the number of affordable units provided. The disadvantage is that
If an applicant is proposing to develop a inclusionary housing units the this flexibility may allow an “access” of falr housing problem to be created when a blend of
project that includes rental and ownership flexibility to be offered as for rent or | tenure types are allowed within the overall development. As Marina del Rey is almost
units, the replacement and inclusionary for sale. axclusively a rental market, howaver, the application of this provision will be the exception,
units may all be provided in the rental not the rule.
component; [0 2. Require the housing tenure for
replacement housing units to be
If an applicant is proposing to develop a comparabis to the housing tenure of
100% ownership unit project, the applicant the unit for which the replacemant unit
may provide rental units on-sita to fulfill determination is made.
the replacement and inclusionary O] 3. Requi a s
obligations. . uire onsite replacemen
Housi ng tenure inclusionary housing units of
(Continued) Draft Policy Page 11 comparable housing tenure to market-
rate units.
Local [INCLUSIONARY UNITS] [REPLACEMENT UNITS] The advantage of providing additional local incentives for the provision of replacement
incariives/ [ 1. Provide incentives and units as well as inclusionary units, based on availabliity, Is that it can help contribute to
....In order to assist in providing new housing units, The project feasibility analysis must concessionsfor inclusionary making the affordable units feasible. However, the disadvantages are that it involves a -
concessions each local government shall offer density bonuses or include: housing units, only, on a case-by- significant financial commitment from the County and that there is an opportunity cost to

other Incentives, including, but not limited to,
medification of zoning and subdivision requirements,
accelerated processing of required applications, and
the waiver of appropriate fees.

Government Cocle 65590 (d)

An evaluation of impacts created by
Iincentives avallable to the applicant such
as density bonuses; development
standards relief; and available state and
local assistance programs. (Note: County
rent concessions will not be made
available to the applicant to comply with

case basis.

] 2. Provide incentives and concessions
for inclusionary and replacement
housing units, on a case-by-case
basis.

the funds that could be used for other public purposes, including the provision of affordable
housing elsewhare.

The advantage of specilying the incentives and concassions that the County s willing to
giva is that it provides certainty to the lessees. The disadvantage, however, is that each
development is unique and subject to changing markst conditions which require flexibility
in negotiations to ensure that affordable housing requirements are balanced with County

revenue goals,

7
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the applicant's replacement housing
obligation pursuant to the Mello Act)....

Draft Policy Page 7
[INCLUSIONARY UNITS]

The project feasibility analysis must
include:

An evaluation of impacts created by
incentives available to the applicant such
as density bonuses; development
standards ralief; and avallable state and
local assistance programs. (Note: County
rent adjustments to comply with the
inclusionary housing requirement ara
subject to negotiation on a case-by-case
basis.)....

Draft Policy Page 9

[ 3. Provide a list of specific incentives
and concessions for inclusionary units
only.

[J 4. Provide a list of specific incentives

and concessions for replacement and
Inclusionary housing units.

In-lieu fee

[REPLACEMENT UNITS]

... The requirements of this subdivision for replacement
dwelling units shall not apply to the following types of
cenversion or demolition unless the local government
detarmines that replacement of all or any partion of the
converted or demolished dwelling units is feasible, in
which svent replacement dwelling units shall be
requirad;

The conversion or demolition of a residantial structure
located within the jurisdiction of a local government
which has established a procedure under which an
applicant for canversion or demolifion will pay an in-
linu fee inte a program, the various provisions of which,
in aggregate, will rasult in tha replacement of the
number of dwelling units which would otharwise have
been required....

Governmant Code 65590 (b){4)

[REPLACEMENT UNITS]

No in-lieu fee program will be available to
comply with the replacement housing
obligations.

Draft Policy Page 8

[INCLUSIONARY UNITS]

No in-fieu tee program will be available to
comply with the inclusionary housing
obligations,

Draft Policy Page 10

[0 1. No in-lieu fee for replacement or
inclusionary housing units.

[ 2. Complete a study to determine and
set an in-lieu fee for inclusionary
housing units.

O 3. Complate a study to detarmine and
sel an in-lieu fee for replacemant
housing units.

The advantage of having an in-lleu fee program is that it would allow the County to capture
funds for affordable housing when providing the units is determined to be infeasible.
Requiring in-lieu fees is a method for obtaining funding for the County to provide affordable
unite when the lessee would otherwise be relieved of that responsibility because itis
infeasible. However, the disadvantage is that the County would have 1o conduct &
technical study in order to determine the appropriate in-lisu fes, which could be costly and
time-consuming.

Although the Mello Act specifies the parameters of in-lisu fee programs for replacements
units, an in-lieu fee program for inclusionary units would be similar In that it could only
apply when providing affordable units within three miles of the Coastal Zone is infeasible.
The advantage of having an in-lieu fee program for both replacement units and
inclusionary units is that it provides more funds for attordable housing. The disadvantage,
however, is that an in-lisu fee program shifts the responsibility for constructing the units to
the County, and given the small number of projects coming forward for entitiements in the
remainder of second generation Marina redevelopment, sufficient in-lieu fees may not be
generated for a viable affordable housing project.
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Right of first Not specified. None. The advantage of offering the right of first refusal is to give individuals and families of low
refusal [ 1. No provision for right of first or moderate income who are displaced by demalition or conversion the opportunity to
refusal. retum to an affordable replacement unit. The disadvantage is tihat it would be diffioult 10
monitor and enforce.
] 2. Offer right of first refusal to the last
income eligible person or family who
last occupied a demolished or
converted affordable residential unit
upon and availability, and upon
verification of income eligibility, on &
first come, first basis.
Rental Not specified. None. The disadvantage of pursuing the rental housing exemption is that it requires a technical
exemioion [0 1. No exemptions for rental projects. | study that would be expensive and time-consuming to produce, and the exemption, if
P warranted, could result in substantially fewer affordable units tan if there was no
[0 2. Conduct an upfront technical exemption.
teasibility study to detarmine if rental
davelopments are infeasible, and
theretfore exempt from Mello Act
provisions.
Relocation Not specified. Nona. The advantage of offering relocation assistance is that it provides persons or families of
assistance [J 1. No provision of relocation jaw or moderate incoma, who are displaced as a resuilt of demalition or convarsion, with

assistance (because it is not
required by the Mello Act or other
statute).

[ 2. Provide relocation assistance under
terms to be determined by the County
and administerad by the County CDC.

assistance to find and secure housing elsewhere. The disadvantage, however, is that it
would require a significant financial commitment from the County o its lessees and would
be diffioult to administer.






